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The aceoenlins officer Is required b, tte Municisel 
statements and was given unrestricted access to all financial records and related data. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

by^nsuring th^^^^^^ infrastmcture, controls, systems and ethical behaviour are applied and managed wrth.n 
predetermined procedures and constraints. 

financial statements. However, any system of internal financial control can provide only reasonable, and not absolu , 
assursnce against fnaterial misstatament or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2017 and, in the light of this 
SewTdTe^cuS fiLncial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The municipalitv is mainly dependent on the government for continued funding of operations. The annual 

IlL prepar^ on the basi^ thaUhe municipality is a going concern and that the Makhado Municipality has neither the intent o 

nor the need to liquidate or curtail materially the scale of the municipality. 

AKhough the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported by the 
municipality’s external auditors. 

The external auditors are responsible for independently reviewing and reporting on the "’^'"icipaW/s annual financial 
statements. The annual financial statements have been examined by the municipality s external auditors. 

The annual financial statements set out on pages 6 to 77, which have been prepared on the going concern basis, were 
approved by the accounting officer on 31 August 2016. 







ccounting Officer 


31 August 2016 
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Statement of Financial Posi tion as at 30 June 2016 

------ ^ Note(s) 


2016 


2015 

Restated* 



Assets 


Current Assets 

3 

121 919 849 

121 706 202 

Inventories 

4 

5 225 932 

13 239 062 

Receivables from exchange transactions 

5 

6 521 113 

3 666 048 

Receivables from non-exchange transactions 

6 

38 339 588 

43 194 267 

Consumer debtors - Exchange transactions 

g 

19 773 829 

16 664 646 

Consumer debtors - Non-exchange transactions 

7 

115 917 567 

47 569 225 

Cash and cash equivalents 


307 697 878 

246 039 450 

Non-Current Assets 

8 

11 685 312 

11 869 731 

Investment property 

9 

1 712 158 279 

1 718 538 993 

Property, plant and equipment 

10 

1 216 160 

1 670 599 

Intangible assets 

11 

2 115 329 

2 115 329 

Heritage assets 

Total Assets 

1 727 175 080 

2 034 872 958 

1 734 194 652 

1 980 234 102 

Liabilities 

Current Liabilities 

12 

1 506 887 

1 303 559 

Borrovirings 

13 

3 077 634 

2 494 026 

Finance lease obligation 

14 

106 056 405 

139 942 850 

Payables from exchange transactions 

15 

25186 637 

12 067 437 

VAT payable 

17 

14 631 732 

13 702 459 

Consumer deposits 

19 

4 227 068 

3115 190 

Employee benefit obligation 

16 

51 471 564 

3 990 071 

Unspent conditional grants and receipts 

18 

80 899 

69 443 

Deferred Income 

206 238 826 

176 685 035 

Non-Current Liabilities 

12 

1 710 677 

3 327 996 

Borrovwings 

13 

10 414 701 

13 524 087 

Finance lease obligation 

19 

106 393 525 

94 996 346 

Employee benefit obligation 

20 

6 941 741 

6 470 256 

Provisions 

125 460 644 

331 699 470 

118 318 685 

295 003 720 

Total Liabilities 

Net Assets 

Accumulated surplus 


1 703173 488 

1 703 173 488 

1 685 230 382 

1 685 230 382 
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Statement of Financial Performance __ 

-—---- ^ Note(s) 


2016 2015 

Restated* 



Revenue 

Revenue from exchange transactions 

Service charges 

Rental of facilities and equipment 
Interest received - outstanding debtors 
Licences and permits 
Other income 

Interest received - investment 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 
Property rates 

Transfer revenue 

Government grants & subsidies 

Fines, Penalties and Forfeits 

Total revenue from non-exchange transactions 

Totai revenue 

Expenditure 

Employee related costs 

Remuneration of councillors 

Depreciation and amortisation 

Impairment of non cash generating assets 

Finance costs 

Debt Impairment 

Repairs and maintenance 

Bulk purchases 

General Expenses 

Total expenditure 

Operating surplus 
Surplus for the year 


21 

284 753 940 

254 446 922 


271 034 

289 187 


8 060 616 

7 830 081 


8 910 301 

10 493 987 

22 

28 785 701 

28 109 653 

34 

7 213 850 

3 719 777 


337 995 442 

304 889 607 


23 

51 666 103 

40 639 127 

24 

501 749 322 

446 854 369 

25 

4 562 200 

5 844 485 


557 977 625 

493 337 981 

25 

895 973 067 

798 227 588 

26 

(238 138 538) 

(227 826 105) 

27 

(22 757 811) 

(21 798 349) 

28 

(105 978 604) 

(101 744 826) 


(5 919 739) 

- 

29 

(13 558 263) 

(10 896 330) 

30 

(68 112 685) 

(45 125 294) 


(39 500 476) 

(20 508 609) 

32 

(219 288 145) 

(183 246 320) 

33 

(164 775 212) 

(151 581 753) 


(878 029 473) 

(762 727 586) 


17 943 594 

35 500 002 


17 943 594 

35 500 002 
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Statement of Changes in Net Assets 


Opening balance as previously reported 

Adjustments 

Prior year adjustments 

Balance at 01 July 2014 as restated* 

Changes in net assets 
Surplus for the year 

Total changes 

Restated* Balance at 01 July 2015 
Changes in net assets 
Surplus for the year 

Total changes 
Balance at 30 June 2016 


Accumulated 

surplus 


Total net 
assets 


1 708 494 701 1 708 494 701 


(58 764 321) 

1 649 730 380 

35 500 002 
35 500 002 


17 943 594 
17 943 594 

1 703 173 488 


(58 764 321) 

1 649 730 380 

35 500 002 
35 500 002 


1 685 229 894 1 685 229 894 


17 943 594 
17 943 594 

1 703173 488 
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Cash Flow Statement_ 

-—-- Note(s) 


2016 2015 

Restated* 



Cash flows from operating activities 

Receipts 
Property rates 
Service charges 
Grants 

Interest income 

Interest on outstanding debtors 

Other income 

Traffic 


Payments 
Employee costs 
Remuneration of council 

Payment to suppliers 


Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of other intangible assets 

Net cash flows from investing activities 

Cash flows from financing activities 

Repayment of borrowings 

Movement in deferred income 

Finance lease payments 

Net cash flows from financing activities 


Net increase/fdecrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


48 556 920 

41 555 788 

289 616 685 

233 248 193 

454 267 828 

487 719 273 

7 213 850 

3 719 527 

8 052 551 

8 175 035 

45 980 156 

28 689 390 

1 707 135 

1 808 503 

855 395125 

804 915 709 

(222 455 401) 

(209 688 092) 

(22 757 811) 

(21 798 349) 

(13 558 263) 

(10 896 330) 

(291 274 999) 

(419 260 071) 

(550 046 474) 

(661 642 842) 

37 305 348 651 

143 272 867 


9 

(233 360 607) 

(141 891 046) 

9 

268 658 

- 

10 

(14 500) 

(558 148) 


(233 106 449) 

(142 449 194) 


(1 413 991) 

(1 300 179) 

11 456 

18 446 

(2 491 325) 

(4 130 773) 

(3 893 860) 

(5 412 506) 

68 348 342 

(4 588 833) 

47 569 225 

52 158 058 

115 917 567 

47 569 225 


9 



MAKHADO LOCAL WUNICII^LITY 

Annual Financial Statements for the year ended 30 June 2016 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved Adjustments 
budget 


Final Budget Actual amounts Difference 
on comparable between final 
basis budget and 
actual 


Reference 



Statement of Financial Performance 
Revenue 

Revenue from exchange 


transactions 

Service charges 

Rental of facilities and 
equipment 

Interest received (trading) 
Licences and permits 

Other income 

Interest received - investment 

Total revenue from exchange 
transactions 

298 584 000 
449 000 

11 981 000 

11 251 000 

17 162 000 

3 285 000 

6 638 000 

60 000 
(11 816 000) 
500 000 

305 222 000 
449 000 

11 981 000 

11 311 000 

5 346 000 

3 785 000 

284 753 940 

271 034 

8 060 616 

8 910 301 

28 785 701 

7 213 850 

(20 468 060) 
(177 966) 

(3 920 384) 

(2 400 699) 

23 439 701 

3 428 850 

49 

49 

49 

49 

49 

49 

342 712 000 

(4 618 000) 

338 094 000 

337 995 442 

(98 558) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

43 642 000 

6 069 000 

49 711 000 

48 556 920 

(1 154 080) 

49 

Transfer revenue 

Government grants & subsidies 
Fines, Penalties and Forfeits 

Total revenue from non¬ 
exchange transactions 

363 596 000 

1 641 000 

- 

363 596 000 

1 641 000 

501 749 322 

4 562 200 

138 153 322 

2 921 200 

49 

49 

408 879 000 

6 069 000 

414 948 000 

554 868 442 

139 920 442 


Total revenue 

751 591 000 

1 451 000 

753 042 000 

892 863 884 

139 821 884 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Impairment loss/ Reversal of 
impairments 

Finance costs 

Bad debts written off 

Repairs and maintenance 

Bulk purchases 

General Expenses 

(241 177 000) 
(22 610 000) 
(153 426 000) 

(6 181 000) 
(10 000 000) 

(216 939 000) 
(184 796 000) 

(11 088 000) 
(2 387 000) 

(1 162 000) 
(20 000 000) 

(7 300 000) 
(55 349 000) 

(252 265 000) 
(24 997 000) 
(153 426 000) 

(7 343 000) 
(30 000 000) 

(224 239 000) 
(240 145 000) 

(238138 538) 
(22 757 811) 
(105 978 604) 
(5 919 739) 

(13 558 263) 
(68112 685) 
(39 500 476) 
(219 288 145) 
(164 775 212) 

14 126 462 

2 239189 

47 447 396 
(5 919 739) 

(6 215 263) 
(38112 685) 
(39 500 476) 

4 950 855 

75 369 788 

49 

49 

49 

49 

49 

49 

Total expenditure 

(835 129 000) 

(97 286 000) 

(932 415 000) 

(878 029 473) 

54 385 527 
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statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

budget 


Adjustments Final Budget Actual amounts Diff^enre 
‘ on comparable between final 

basis budget and 
actual 


Reference 


Statement of Financial Position 


Assets 


Current Assets 

Inventories 

Receivables from exchange 
transactions 

Receivables from non-exchange 
transactions 
Consumer debtors 
Consumer debtors - Non¬ 
exchange transactions 
Movement in provision for 
impairment 

Cash and cash equivalents 


111 907 000 
15 095 000 

111 907 000 
15 095 000 

223 814 000 
30 190 000 

121 919 849 

5 225 946 

(101 894151) 

(24 964 054) 

49 



- 

6 521 113 

6 521 113 


40 523 000 

- 

40 523 000 

38 339 568 
19 773 829 

(2183 432) 

19 773 829 


55 027 000 

55 027 000 

110 054 000 

115 917 567 

5 863 567 


222 552 000 

182 029 000 

404 581 000 

307 697 872 

(96 883128) 



Non-Current Assets 
Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 

Total Assets 

Liabilities 

Current Liabilities 
Borrowings 

Finance lease obligation 

Payables from exchange 

transactions 

VAT payable 

Consumer deposits 

Employee benefit obligation 

Unspent conditional grants and 

receipts 

Provisions 

Deferred Income 


Non-Current Liabilities 

Borrowings 

Finance lease obligation 
Employee benefit obligation 
Provisions 


12 753 000 
2 054 921 000 
576 000 


12 753 000 
(21 331 000)2 
576 000 


25 506 000 11 685 312 

033 590 000 1 712 158 279 
1 152 000 1 216 160 

2 115 329 


(13 820 688) 
(321 431 721) 
64160 
2115 329 


2 068 250 000 

2 290 802 000 

(8 002 000) 2 060 248 000 1 727 l fo uou 
174 027 000 2 464 829 000 2 034 872 952 

(429 956 048) 


1 276 000 

185 865 000 

1 276 000 

. 185 865 000 

1 506 887 

3 077 634 
106 056 405 

230 887 

3 077 634 
(79 808 595) 

49 

- 


25 186 637 
14 631 732 

4 227 068 
51 471 564 

25186 637 

14 631 732 

4 227 068 

51 471 564 


54 000 

54 000 I®® ®®® 

80 899 

(108 000) 

80 899 


187 195 000 

54 000 187 249 000 

206 238 826 

18 989 826 


24 634 000 

92 990 000 

24 634 000 

92 990 000 

1 710 677 
10 414 701 
106 393 525 
6 941 741 

(22 923 323) 

10 414 701 

106 393 525 
(86 048 259) 


117 624 000 

- 117 624 000 

125 460 644 

7 836 644 


304 819 000 

54 000 304 873 000 

331 699 470 

26 826 470 


1 985 983 000 

173 973 000 2 159 956 000 1 703 173 482 

(456 782 518) 



Total Liabilities 
Net Assets 
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statement of Comparison of Budget and Actual Amounts 






Net Assets 

Net Assets Attributable to 
Owners of Controlling Entity 


Reserves 

Reserves 

Accumulated surplus 

Total Net Assets 


1 165118 000 
820 865 000 
1 985 983 000 


. 1 165118 000 .(1 165118 000) 

173 973 000 99^ 838 000 1 703 173 482 708 335 482 

■iTt Q 7 a non 2 159 956 000 1 703 173 482 (456 782 518) 
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statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

budget 


Adjustments 


Final Budget Actual amounts Difference Reference 
on comparable between final 
basis budget and 
actual 



Cash Flow Statement 

Cash flows from operating activities 


Receipts 

Property Rates 

Services Charges 

Grants 

interest income 

Licences and permits 

Other receipts 

Rental of facilities 

43 642 000 
274 505 000 
497 622 000 

14 443 000 

11 251 000 

6 414 000 
449 000 

6 069 000 

30 718 000 

55 238 000 

1 323 000 

60 000 
573 000 

49 711 000 
305 223 000 
552 860 000 

15 766 000 

11 311 000 

6 987 000 
449 000 

48 556 920 
286 931 182 
454 267 828 

7 213 850 

56 718 210 

1 707 135 

(1 154 080) 

(18 291 818) 

(98 592 172) 

(8 552150) 

(11 311 000) 

49 731 210 

1 258135 



848 326 000 

93 981 000 

942 307 000 

855 395 125 

(86 911 875) 


Payments 

Employee costs 

Remuneration of councillors 

Bulk purchases 

(231 242 000) 
(22 610 000) 
(216 939 000) 
(197 219 000) 

(17 075 000) 
(2 387 000) 
(7 300 000) 

1 511 000 

(248 317 000) 
(24 997 000) 
(224 239 000) 
(195 708 000) 

(222 455 401) 
(22 757 811) 
(219 288 145) 
(71 986 854) 

25 861 599 

2 239 189 

4 950 855 

123 721 146 



(668 010 000) 

(25 251 000) 

(693 261 000) 

(536 488 211) 

156 772 789 


Net cash flows from operating 

180 316 000 

68 730 000 

249 046 000 

318 906 914 

69 860 914 


Cash flows from investing activities 

Capital assets ("125 161 000) 

(64 103 000) 
213 000 

(189 264 000) 
1 276 000 

(233 106 449) 

(43 842 449) 

(1 276 000) 


Net cash flows from investing 

(124 098 000) 

(63 890 000) 

(187 988 000) 

(233 106 449) 

(45118 449) 


Cash flows from financing activities 
Repayment of borrowings (1 529 000) 

Finanne costs 

(271 000) 

(1 800 000) 

(12 135 358) 

1 800 000 
(12135 358) 


Net cash flows from financing 

(1 529 000) 

(271 000) 

(1 800 000) 

(12 135 358) 

(10 335 358) 


Net increase/{decrease) in cash 
and cash equivalents 

Cash and cash equivalents at 
the end of the year 

54 689 000 

4 569 000 

59 258 000 

73 665 107 

14 407107 


54 689 000 

4 569 000 

59 258 000 

73 665107 

14 407 107 
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1. Basis of preparation 
Management Act (Act 56 of 2003). 

Th.» ,™.l .n,noi,l ha.. b,.n prepared or, ar. ac«v.. basl. of =cCPrrr,.irrg ..,d are ir. .«Prdar,oe wi>h hrstorrce. 

nSorr as the basis ol measur.mepl, poles, specified o.h.™,se. 

AsseB. llabHIrles, reve.oes aod expense. »r. net offeet. exoep. «her. olfseffir^ Is either redPired or permitted b, a St jr^d 

;k,ssr.!,dTcri"’.rp‘^is?otS^^^ 

specified othenvise. 

1.1 Presentation currency 

These annual financial statements are presented in South African Rand. 

1.2 Property, plant and equipment 

more than one period. 

"'■•r itTsTohirS'C-»» 

municipality; and 

. the cost of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 


riupciiy, ^ ^- 

rebates are deducted in arriving at the cost. 

Where so sssa is acttoired threeph . ooo..xoh«, 9 e psossctioo, its cost is its fair .sloe ss at date of ao,pis«ioo. 

Wham so itero o,propert,, tdaotsod -d 

ssrrh^r4K.»t”=K^ 

Wheo sigoifroaot compoosnts of an Itero ol propen, plant sod wmeot hs.e dillereot oseful lives, the, sre aoeopoted for as 
separate items (major components) of property, plant and equipment. 

propel, plaot aod eduipmeot. the carrying amount of the replaced pad is derecognis 

The initial estimate of the costs of demaotlio, »"\~Ceot”oJlSS ilr'S.rlXSi^dtoi" emite 

==o«'ors'*Tt?srpSS»r^^^^^^^^^ 

CerS plant and equipment are accounted for as property, plant and equipment. 

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of 
property, plant and equipment. 
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Annual Financial Statements for the year ended 30 June 2016 


1.2 Property, h MthP 

inspLion costs from the previous inspection are derecognised. 



Land and Buildings 
Land 
Buildings 
Other assets 

Furniture and fittings 
Air conditioners 
Office machines 
Computer hardwares 
Transport assets 
Infrastructure 

Roads .Bridges and Storm water 
Pedestrian malls 
Electricity 
Security measures 
Community Assets 

Buildings and other assets 
Recreational facilities 
Watercraft 

Emergency equipments 
Plant and equipments 
Landfill sites 
Bins and containers 


Straight line 
Straight line 
Straight line 
Straight line 
Straight line 

Straight line 
Straight line 
Straight line 
Straight line 

Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 


7-10 years 
5-9 years 
3-7 years 
5 - 6 years 
5-9 years 

3-100 years 
20 years 
20-60 years 
3-7 years 

30 years 
20 years 
15 years 
5-15 years 
2-15 years 
5-10 years 
5-10 years 


Under Construction Assets 


and not depreciated until the respective assets are completed and ready for use. 


Under-construction assets are stated at cost 
1 3 Going concern assumption 

Thes. .n«.al«»»!., b.»d oa ,he expeCation «,ha rnualdpalit, »» continua t. .pa.ata as a 

going concern for at least the next 12 months. 

1.4 Intangible assets 

An asset is identifiable if it either. rtiviriPri from an entity and sold, transferred, licensed, rented or 

. agh,, « sonwasr =< - 

transferable or separable frwn the muntrapaWy or from ofher nghfa anrf obfigabons. 

A binding armngemant d.sodbes an arrangemeof that confers sWIa, rights and obligations on the partfes to » as If» were 
in the form of a contract. 

An 9“ fetare economic benef.s or service potential that are attribotable to the asset will 

flow to the municipality; and 

fhp ppct nr fair value of the asset can be measured reliably. 
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1.4 Intangible assets (continued) ui.-nd 

the useful life of the asset. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acqu,srt.on 
at its fair value as at that date. 

on ,.».«* (o. 00 ,00 ,^o„o0 PO.OO o, oo , 0 , 00 . 0 , p,o,.«, » .ocopo^ 0 . ao oxpoooo »hoo » . .ocoooO. 
Iotto9«.lo OSOOB are coiood « cos, less 00, aotooiolMoO .o,orti.«loo .00 . 0 , oopoloooo, tooooo. 

An intangible asset is regarded as having an ■'"'‘®fi 2 ®trSnerate^S'(ilhl!rrv^''orS^ 

limit to the period over vvhich the ® for impairment annually and whenever there is an indication that the 

ss°surs^o,r«oS »p'»“ “ “ 

TOO ,o,oOBo,ioo porico ooO .o,oOls«ioo o™,hod for ioWgiblo o.soB oro ro*woO 0, o.ch ropoO.og d=,o. 

its useful life. . 

,o,o,o.,b,.gooo,o,ed broods, o,.s,b.ods, poblisbcg bbos, Brs.ooB, llsB ooO i,oo,s sioOBr ,0 sobs,oo» or. 00, rocogo.s. 
as intangible assets. 

Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a stra^ht line basis, to their residual values as follows: 

Useful life 

Item 6 years 

Computer software, other 

1.5 Financial instruments 

A .0000,., ,00,0.0,00, ,s 00, cooboc, ,bo, g,.os r,.. ,0 . .oooCo, osso, o, 000 o,ooB,po„B ood . .oooco, .,ob««, Pr o ros.doo, 
interest of another municipality. 

TOO ocorbsod cos, o, a booocbd osso, or rSjr—o"—"" 

*'.:xroc:=rs iSSJo,”! ,bs—oo,»oo,. .od .,00..odocoo <d,™«b - 

through the use of an allowance account) for impairment or uncollectibility. 

A ooocos.,000, IPOO,. a Boo grao,od ,o or rocCvod b, ao o,oo,o,p.l,b, oo „oos ,b., a, oo, morbo, rol.tod, 

Crod. dsb I. d.0 dsb ,b., c«o pad, ,0 . doooC.I ,os„ooBO, w.l coos. 0 bnaocB, Bss for ,bo P,hor porb, b, fa.bog ,o d,scb.„o 
an obligation. 

COOOOC dsb ,s ,b. dsb ,bo, .bo «, .OBO or ,0,0,0 casb ,o»s p, a boaocB, ,os«oo.oo,«» bodoo,. bocaos. P, rboogos ,0 
foreign exchange rates. 

CBrocogoBoo .b. ,00,0.., o, 0 prooBos,, rocogo.sod boaodal asso, or boooC, ,«,b, boo, 00 o,oob»o,«,'o .«.b.ao, 0, 
financial position. 

A d.r,vo,,,o o 0 boaoda, los„oo«o, pr P»»f *SSo“ uK’SSoobo. p„co, cpmo,od,b pr,c 

. f. Lr * sr™ o"« ,o»sb,^o, hS.? 

of contracts that would be expected to have a similar response to changes in market factors. 

• It is settled at a future date. 


16 



MAKHADO LOCAL MUNICII^LI^ 

Annual Financial Statements for the year ended 30 June 2016 



1.5 Financial instruments (continued) 

The effective interest method is a method of calcuiating the —nnS.f o'r“ STi 

financiai assets or financial liabilities) future cash payments or receipts through the expected life of 

effective interest rate is the rate that nit carS amount of the financial asset or financial 

the financial instrument or, when appropriate ® L shaH estate Lsh flows considering all contractual terms 

liability. When caiculating the effective interest rate, an municMpJrty shest^^^ 

of the financiai instrument (for exampie, prepayment, call s' . ^ / contract that are an integral part of the effective 

calculation includes all fees and points paid or other premiums 

"cStstS^^^^^ n "rmS 

contractual term of the financial instrument (or group of financial instruments). 

Fal, »ak,e is the .mount (o, which .h .set coukl bo .hchahgod.« . ii.Mity sotlM, b«w.on hhowlodgo.bl, witling p.hios in 
an arm’s length transaction. 

A financial asset is: 

• cdsh' 

. a res^idual interest of another municipality; or 

; ’”HE?i”S’SsTrth.nS SlSstSr.“nSS?SniU.lity unOor condltiohs that... pol.nti.lt, 

favourable to the municipality. 

debt instrument. 

A financial liability is any liability that is a contractual obligation to. 

: oS?«hlnSeSTn.n5."» enPittohs that am pot.ntiaily unt.vcurabl. tomunicipality. 

IntTost mt. hsk is th. hat, that th. fair valu. or lutum cash 1k>w. <X a hnancial inst.um.ot will Ituctuala bhcaue C chang.s in 
market interest rates. 

Liould., .ish is th. .ish .ncouh,.mO by an murncipar., in th. oent o, aiBcuhy in meting obUgatlon. aseciat«l with .nanclal 

liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
SS Jls lliJhSl nS. i^pShs mm. WP.S of ha,: cumancy nsh, ihf.mst hsk and olh.. phc ask. 

Ofh.. phc hsk is ,h. hsk ,ha. lh..ai. 

riS'’S£r.^r.nr:sfhirj^^^ .. “ —* ""» 

market. 

A financial asset is past due when a counterparty has failed to make a payment when contractually due. 

A residual interest is any contract that manifests an interest in the a^ets of an municipality after deducting all of its liabilities. A 
residual interest includes contributions from owners, which may be shown as. 

assets of an municipality. 
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1.5 Financial instruments (continued) 


1.9 riiici**v»«s ..wv.—.. -r • I ♦ nr 

disposed of the financial instrument. 

ins,,— « an,on« cs. a. n,n—Ja —I ..sals o, n»—a —, ,«.s ,na, nave f«a 
. are held for trading. 

Finance, ins—a a, nas, am —«in — — « do no, n... a <,uo,od n,an<o, p«» in an aCs. n,.«. 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 

*. fnsTrSmSts h^d^foMraS ^purchasing it in the near-term; or 

rsero“iSa«f«ils 

“'"“iS^That d" no, n,a« ,h, dofinldon o, dnancia, ins,mn,anB a, amodisad cos, or financial 
instruments at cost. 

Classification 

The municipality has the following types of financial assets (classes and category) as refls«.ed on the face of the statement of 
financial position or in the notes thereto. 


Class 

Receivable from exchange transaction 
Receivable from non exchange transacions 
Consumer Debtors - exchange transactions 
Consumer Debtors - non - exchange transactions 
Payable from exchange transactions 

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 

Initial recognition 

Tfifi munidp.,., — ifids = r— , =.», «,. «dd«d.,,« In «s sU— o, finnnda, portion »fion «,o 
becomes a party to the contractual provisions of the instrument. 

The municipality recognises financial assets using trade date accounting. 
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1.5 Financial instruments (continued) 

Initial measurement of financial assets and financial liabilities 

The mhhldpaw e f.h.hd.! hsee. .hd hn™,l Wall, vide pte WnsMiPh posts that .-d dtepU, 

Ittributable to the acquisition or issue of the financial asset or finanaal liability. 

Thd muhlctpalh, maasa-as a r.hahdal a.sa, and nn.nola, Habit., Initlall, a. lis «r .alpa [If sabseduantl, maasdtad at fai, 
value]. 

„a„IPipallt,a«»«J.W^ou™ .,pi„a„dal Statantants. 

. "cliiig'a m S'anca with tha Standard of GRAP on Ravanu. trom Non.axchan3a Transactions 

(Taxes and Transfers), where it is the recipient of the loan. 

Subsequent measurement of financial assets and financial liabilities 

The municipality measures all financial assets and financial liabilities after initial recognition using the following categories: 

• Financial instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Fair value measurement considerations 

The has. avrdanca of fair vaUra » do....i ^ 

miinicipal.y establiahas fair value ^ '*®'!’Ln'(f^,l,e maasorement data in an arm's langth exchanga motivated by normal 

What the transaction pnce would ‘I*® length market transactions between knowledgeable, 

operating considerations. Valuation techniques xu ^gtrument that is substantially the same, discounted 

veiling parttos. if available reference to the curmnt ai valu^^ ^ ,, p, 

cash flow analysis and option pricing ^ reliable estimates of prices obtained in actual market 

the instrument and that technique has techniaue makes maximum use of market inputs and relies 

transactions, the entity uses that technique. ® , „ factors that market participants would consider in setting a price 

as little as possible on entity-specific inputs. It incor^rates all factom hat ma^^^^^ Periodically, an municipality 

.. 

Reclassification 

The municipality does not reclassify a financial instrument while it is issued or held unless it is: 

becomes the cost. 

Ld»?L~ru“rnTr«b».“'b2nmdS^^^ 

cost to fair value. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 
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1.5 Fiirancial instruments (continued) 

Derecognition 
Financial assets 

The municipality derecognises financial assets using trade date accounting. 

The municipality derecognises a financial asset “"[y, j . .gggj expire are settled or waived; . 

additional restrictions on the transfer. In this case, the municipality . 

; P"« »' "»•<■" «'• 

in surplus or deficit in the period of the transfer. 

„mupldp* ..nsferp a .nanda, aasa. 

service the financial asset for a fee it ^®®°X® SfenWr^^^^^^^ perf°™ing the se’^icing, a servicing liability for the 

fee to be received is not expect^ , t ,f the fee to re^ is expected to be more than adequate compensation 

fo't " - —> """ “““''' ” ““ 

the carrying amount of the larger financial asset, 
liability or servicing liability at fair value. 

on derecognition of a financial asset in its entirety the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

If the transfetred asset Is part of a lar^r recognised and the part 

fhrs“iss.sri; ~ 

If a transfer does not result in dere^nitlon rts'^tli^ and recognise a 

ownership of the ttansfetiada^. rtiernui^lity c^h '^^.^j”],,^ munidpa(ly recognises any evenue on the 

S”sSel?2?«1'n.l1ny”exi?n2'^^^^ «"an<Jl «a«W N.iher the asset, and the associated liab.h, nor the 

revenue, and the associated expenses are offset. 

Financial liabilities 

An exchange « an exlsti^ ho,ro^r and ,»de, 

S«STex'Ein7«™tS PdKo'« » 

and having recognised a new financial liability. 
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1.S Financial instruments (continued) f h tn 

The difference between the carrying amount of ^ ° '® recognised in 

another party and the consideration paid, including any bw another municipality by way of a non-exchange 

and Transfers). 

Presentation 

« » a f.»ad.. —a. - • “«»•«> “ " > ' 

surplus or deficit. 

uase, aaa -a,*, .o a — .n— o, a =»,poaaa, ,a„ . a ...nda,,«», . «»«n,aad a. re»aua «, 
expense in surplus or deficit. 

acoo-ag .o, a ,™as,ar o, a .nanda, as...« na, ,aa», ,d aa»d>g*n, .a. daddpa,., doaa a« ««aa. •« 

transferred asset and the associated liability. 


1.6 Significant judgements and sources of estimation uncertainty 


I.D - 

The use of judgment, estimates 

ETaSaStrasTuS 'rdTaS frj.alr. a a,a»H., adiaddad » .ha .dnv.ng adoun, a, da 
relevant asset or liability in future periods. 

Judgements 

,h. Pdaaas .. applying «iaaa accounting policiaa, danagdcan. h.a mada da .Closing iudgamanta .ha. n,„ ha.a a 
significant effect on the amounts recognised in the financial statements. 

Estimates 

EsBrnalac ..a infcmad by hidonca. axpa.»n.», 

Iha procaas of appiying .ha municipallVa accounling policiaa .ha loltowing aa.lma.aa, wara made: 

Trade and other receivables 

Trade and other receivables are initially recogn^ed at foMmpairment'VH* trade and ottier receivables are 

acquisition and subsequently stated at hriDairments of trade and other receivables are determined in accordance 

X^fac^o'untgToKr 

Bad debts are written off in the year in which they are identified as irrecoverable. Amounts receivable within 12 months from 
fhe^reporting date are classified as current. Interest is charged on overdue accounts. 
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Significant judgements and sources 
Impairment testing 

The .™un,e o, hen^.h ° 

The n,»nibipe», re.l»,s end ,.e>e ,he 

carrying amount may not be recoverable. In additio , g nrfononripnt of cash flows of other assets and liabilities. If there 

assets. 

Other provisions 

Provisions are measured as the ''®'“®ts°tharv^fbTrMliiredTn futur°eto^^^^ management considers the 

of determining the best estimate of ‘he amounts^at will be reqm^^^^^ determining what the 

weighted average probability of the potential outromes of the p *3® ® , i act of each of those potential outcomes. 

different potential outcomes are for a "fase outco^^^^ the probability that the outcome will 

reS in S each of the potential outcomes and the factored outcomes are then added 

together to arrive at the weighted average value of the provisions. 

Provisions w« roisod and m.n,9.™bnt det.nnMd an aslinr.to basad on th. Infonnatlon available. Additional disclosbre of 
these estimates of provisions are included in note 20 - Provisions. 

Post retirement benefits 

Post-employment benefits offered by the ^ ™ using actuarial 

Sirr^sst-ss2i^9^ 

assumpS anTfeTong-Sl'l^ure® Tdefmed benefit obligation is highly sensitive to changes in these assumptions. All 
assumptions are reviewed at each reporting date. 

Otne, be, .s.i,n,ptl».s tor pension obligations are based on eottent n»« conditions. Additions, intonnation is disob^ed in 
Note 19 

Effective interest rate 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

The measurement of receivables is S—fn 

riSof"ssru«Sd^^ 

SSrtsJSZT and man" judgement 'n'd^te^imng the estimates are made about the 

probability of recovery of the debtors based on their past payment history and risk profile. 

Provision for rehabilitation of landfill site 
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Significant judgements and sources 
Depreciation and amortisation 
Dep— and aa,o„».«.n on P~,PO^ 

reference to the useful lives and residual values of ‘'\® -t the end of the period of use, its current use, 

bS o“ managements estimation of the asset s ^ndrt.on^ fv^^ oH ^ the Let at the end of its useful 

StSa=r»a*r« 

the impact of technology and minimum service requirements of the assets. 

Deferred income 

Prepaid electricity liability portion is estimated based on the average unit sales and rate per unit as at 30 June 2015 an 
June 2016 based on the Contour Prepaid Electricity vending system. 

Heritage assets h 

Heritage assets, which are culturafly signifirant "^SagLLT^^ 

cost Sfaceme cost and cash flow generating ability in estimating fair value. 

Impairment of non financial assets 

In testing for, and determining the o^ca^^ non-cash-generating 

depending on the nature of the impairment and the availability of information. 

1.7 Investment property 

invoptmen, p.op.r« i, prop,., (land or o b»«na - or por. o.. brdldrrrg - or both) b*. ,o oorr, rordolo or brr oopd.l opprocrorroo 

or both, rath^ ]n^the°pro«lact'o® or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

can be measured reliably. 

„„oot,«or,t propoily ro Maly rocoarrsod at rtost. Trarrsactior, ooats ar. Irrdrrded in Ih, in*.; m.a.ur,rr.«nt. 

Wharo arr^tmon. propad, ia .oqrrirad tbrougb a rron.xob.np. trarraaotlon. Ita coat is its tair vairr. as a. tba dat. o, 
acquisition. 

derecognised. 


Cost model 

Investment property is 

Depreciation is provided to write down the cost, less 
property, which is as follows: 


carried at cost less accumulated depreciation and any accumulated impairment losses. 

estimated residual value by equal installments over the useful life of the 


Item 

Property - land 
Property - buildings 


Useful life 
indefinite 
30 years 
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1.7 Investinent property (continued) 


Se 

1.8 Conditional grants and receipts 

Revenue received from conditional grants, donation agreement TTt^mdent that the criteria. 

SndS'm SUZ?h^‘^"bee“'^« d ^ 

revenue. 

1.9 Heritage assets 

Heritage assets, which are culturally significant fjg®® asset^ on the type of the asset 

Ea;rnrm1LreSS r,fl^um„U .hou, .actors such as the 
SorSion SIS r?plLment cost and cash flow generating ability in estimating fair value. 

1.10 Budget information 

Municipalihr are W««, suhiect to budgetary lirnde in the fornt o. approph.ticns or budget amhorisations (or eguivaien,). which 
is given effect through authorising legislation, appropriation or similar. 

Geneml purpose hnancial rapoding b, municipality shall provide information on whether resources were obtain«l and used in 
accordance with the legally adopted budget. 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance outcome 
objectives. 

The approved budget covers the fiscal period from 2015/07/01 to 2016/06/30. 

1.11 Heritage assets 

Assets are resources controlled by an municipality as a result of past events and from which future economic benefits or 
service potential are expected to flow to the municipality. 

Carrying amount is the amount at which an asset is recognised after deducting accumulated impairment losses. 

sjirShSrrprpf^sr^t^^^^^^^^ .. 

accordance with the specific requirements of other Standards of GRAP. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties 
in an arm’s length transaction. 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

1.12 Related parties 

only entities within the national sphere of government are considered to be related parties^__ 


24 



MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 


1.12 Related parties (continued) 

perform such functions. 

CIO,, meioO,., of Wo famil, of a poison are consldei.cl lo bo those lam., membem «ho mml be espoded to inlluenoe, or be 
influenced by. that management in their dealings with the municipality. 

only transactions wrth related parties not at arm’s length or not in the ordinaiy course of business are disclosed. 

1.13 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.14 Value added tax 

The monldpald, IS m,«emd .0, Valoe A^ed 

f„Sop“ rriilTohT.: STeS,”'Si^paymem uode, oonsd.mboh i, moehied of made li. .ha. lax 
period. 

1.15 Commitments 

Cemmitmenl, ai. not lecopnlsed in the statement of fln.ndal pos.ion as a liab.it,, but aie Indoaed in Ih, disclosoie notes 
in the following cases : 

: Em S^C°ndtm?aJCn“i«d and the commd has been awanled at the lepotting da,,, and 

. where disclosure is required by a specific standard of GRAP. 

responsibilities thereby incurring future expenditure that will resuH in an outflow of cash. 
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*1 16 L-OdS&s 

When a laa» Indudas both land and bulldinga =l»n»„», the anti., asaa^ ma cl.a.il,na«on o. each alaman, aaparart^ 

expense is recognised over the course of the lease arrangement. 

in'c^p1ro“nLlly“ 

arrangement conveys a right to use the asset. 


Finance leases - lessee 

included in the statement of financial position as a finance lease oblige 

Tha dla»an, * tdad In nalcala.Ins lha p.eaan, .alue o. »a minlntant la.« pa,man« ia Iba ln»raa, ra.a implM In lha laaaa, 

SaTa Saratb S^TdSJ^triat 

of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

1.17 Inventories 

Initial recognition and measurement 

lre?uTchL%"S"3ut“^^ 

condition. 

Whata ,a ,«.u« b, lha ntunialp.l#, at:!”""'*''” “ ''*"***"’' " 

deemed to be equal to the fair value of the item on the date acquired. 

Subsequent measurement 

determining cost is the Weighted Average Cost method. 

R«l„ndan, and alawHaavIng in«n.onaa a„ ldan,lf«d and »n«,n down Iron, ooal to na. raaliaabla ,aloa w*. rapart to .ball 
estimated economic or realisable values. 

Oldaranca arising on ma valoallan of In^n.or,- 

'Sr!at".m ^-^dtS'rintrrla, raoognJd as an aapansa in ma padad In .blob Iba 

reversal occurs. 


Properties on 


hand for the purpose of resale are carrfed at cost and accounted for as inventory. 



MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 


1.17 Inventories (continued) 

Derecognition 

The cahylh, .™hn. of Ih.en.ohe, » a, an -»"«« “ **'" 

unless that cost qualifies for capitalisation to the cost of another asset. 

When ineentenes a,e the canying amoents e..ho« Inventenes a» »ccnis«, as an expense in the pened In which the 
related revenue is recognised. 


27 



MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 



1.18 Impairment of non-cash-generating assets 


I.IO ..w.. --- - 

Non-cash-generating assets are assets other than cash-generating assets. 

aXe^l^^'f 5^^"“ iSl""«.h.r aasets o, 

groups of assets. 

Co» «(cpoaal a™ in^meattl costa dit.cU, atltWablo 1. th, disposal 0 . ao assM, axclodlng Pnanca costs and inconto 
expense. 

D.p»cia«on (Amortisation) I. the systematic allocation of the deptecmble amoont of an ass« oyer Its usefnl life. 

Pal, „K» less costs to se» . the amoont ohtalnab^ fmm die sale o, an asset in an aim s ^ngth dans.cdon b«w«.n 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash^enerating asset’s fair value less costs to sell and its value in use. 

"nr HSeS p^”*n“ 'eSSS S S SAShTi’Se^iS'the municipality. 

cntena dayeloped by the munidpallt, to distingolsb nonatastvdmtemting assets tiom cashgenetating assets am as follow: 
[Specify criteria] 

Identification 

When the cartyin, amoont of a nongashgenetating asset exceeds its mcoyetable seivice amoont, It is impaired. 

Irrespective of whether there is any ®yeKSa^ '*® 

indefinite useful life or a non-cash-generatmg intang b e asse no^y^^^^^^^^ P 3 

before the end of the current reporting period. 
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1.19 Employee benefits 

Short-term employee benefits „nrtered such as paid vacation 

service is rendered and are not discounted. rendered such as paid vacation 

.... "• 

service is rendered and are not discounted. p,mniovees render services that increase 

Short-term employee benefits include items such as: 
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Accounting Policies 


2016 


1.19 Employee benefits (continued) 

Defined benefit plans mntribution plans.Actuarial gains and losses 

.«- «< • -- -- 

beSSVnepenoddo^rlose^e^ '“SSnt'be^tfK^oSTlm^eC’eWlwee 

The retem oh plan asseB B ihK^l „, sdtrah stohhg Ihe pan (»n 

unrealised gains or loss^‘^sSJe the defined benefit obligation) and ^ss any ta P V f' J also for any constructive 
S" » »S ase-a""* “Sa’S'u'^fflSSig^lo «» ampkhrees. 

.« pBseh, »..ae o. «rr,«rasi:Jf r .h 

:3r,5lA«a, aa»Th.™asa».he ™so»iP9 a».. .ha 
The amount determined as a aeririBu 

3Creralg..Oh..he«aho«BB«^hBed,pea.plaee.«.^ 

T. Oh.., Pe,e™.h. .he P-« deU * - “ 

S=.hrr„r4=SS--- „^„...p,.„.e«Bh.«a„e.«S,a... 

... ih. »el total of the lollo»thg aihoohts « sotplos or deltort, except 
“ the cost e. a„ aeeet: 

- current service cost; 

: irilS retoh, Oh ah, plah ass«s and oh ah, teimharserheht rtghte: 

- actuarial gains and losses, 

: ’’thjeffrct^f'S curtailments asset (negative defined benefit liability). 

- the effect of applying the limit on a defined benefit 

fhP Proiected Unit Credit Method to determine the P^®®®"'Jnrt Credit Method (sometimes known as 
The entity uses the Projeaeo annlicable past service cost. The Projecteo ^ period of service as 

giving rise to an additional applicable, 
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1.19 Employee benefits (continued) 

Medical Aid post retirement obligation 

The entity provides post-retirement health care benefits upon retirement to some retirees. 

The entitlement to post-retirement heafih care 

these liabilities. 

1.20 Provisions and confingencies 

Provisions are recognised vrhen; owon* 

: "STcJ Imilng hneflts o, .e,vi<» poten.1,1 will be -equireb lo 

settle the obligation; and 

• a reliable estimate can be made of the obligation. 

Tb.™ue.o,epb..lel.nle.l»l»«ebtln.,l.qfmee«»nd»™e<pee.eb.obe»q-edto«i«l..l»Pree.n.*^^^^^^^ 

at the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

Th. dlscppp. r..p is s P-bax .bat taPaas cpppp. maM assasspiabls o. lb. llm. ..lb. o. moasy aad lb. «s sp.Pf^ 
to the liability. 

Wber. some or a« of the .ijwndllur. '^7i7Jl°lt“7rtpa»rSli'tb«’S*Jtsm?nt'Ste7»^*llthe mmJpallty 
not exceed the amount of the provision. 

obligation. 

Wb.,. disooontlnp 1. ps«1, .be oabylbp arPoob. »l a >»'“ “ 

increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

The following provision exists within the municipality . 

Provision for landfill site rehabilitation 

JlrfSbSS 7«°^»b.‘°a«o?“ 

at amortized cost. 


Provisions are not recognised for future operating deficits. 


If an entity has a contract that is onerous, the present obligation (net of recovertes) under the contract is recognised and 
measured as a provision. 
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1.20 Provisions and contingencies (continued) 

A constructive obligation to restructure arises only when a']' 

• hfl <5 a detailed formal plan for the restructuring, identifying at least. 

. the activity/operating unit or part of a activity/operating unit concerned. 

: SSS! 1»?S “oximae ™mb.- ol employees »l.o will be oompepeeK. for eemloes Oein, 

terminated; ^ __i 

the expenditures that will be undertaken, and 

. the. i, will carry orP the reshpcform, by etapmp ,o brrplerpen. .be. 

plan or announcing its main features to those affected by it. 

A restructuring provision indudes on^ the dired expenditures arising from the restructuring, which are those that are both: 

; «3i"3Sbe mopicpe^y 

N. obllgalon arises as a cerrseppebce o. .be s.^ or barrs.er o. ar. opera,ion until me munloipallbr Is oommin.d ,o .be sale 
or transfer, that is, there is a binding arrangement. 

A,er .beir «al recopnltlon contlnpen, Habillbes r«ognis«, In »,«, combinations .ha. are recognised separately are 

subsequently measured at the higher of. -nH 

. the amount that would be recognised as a provision and 
. the amount initially recognised less cumulative amortisation. 

contingent assem and contingent llabllPies are no. recognism.. Contingencies are disclosm. in note 39, 

To “'riSS 5SSb,“mZ W~"^e"“r2 ioo 

of a debt instrument. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

JeTourSKnTeS^^^^^ p'oteMll? ^reXser^Tgato^^^^ estimate 

of the obligation can be made. 

Determining wbmber an oubtow o. resource is probable in relation to bnanclal guarantees requires ludgrnnent. Indicmtl.ns 

that an outflow of resources may be probable are. 

• financial difficulty of the debtor; 

; ;roL° m r:— m i; bemg payab,. earlmr than tne agreed mm, and .be 

. SiS^SS —11Srma;"c2?,rg'S?l« ."“b" 

on the ability of entities to repay their obligations. 

Where a fee is received by the ^ '“g||)^ate ofThTamounU^trir^^to sette obligation at reporting date. 

wn";m“'i' 5.rr;S*and Se^.li co“^em tna, an oudlow o, economic resources is probabm, an munidp,i»y 

mcognlses the .be Standard 0, GRAP on Provisions. Contingm,. Liabilities and Contingent Assets; 

. The amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions. 

1 21 Revenue from exchange transactions 
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1 21 Revenue from exchange transactions (continued) 

F=ir .a,» i. ,he — for an ..s« be e«cben,ed. o, a b.»eea k„..,eb 9 e*te. w.Ing paFiee 

in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivah^, net of trade discounts and volume rebates. 
Rendering of services 

When ,b. 0 ,a«nsa«„ r£ra1,1,eK;.eTbt^“ 

; lua™* Lice potealial aas««ed w«, tbe transealon wi. 1W to the 

When sen/icea are better represents the s^ 

7^;;*’. W^” a'TpSS L™ T:r^nihoan, than an, other aas. the reeo9n«,on o. rev«,ne ,s postpon«, nnh, 
the significant act is executed. 

Interest earned 

Revenue ansingjrom the useby^othe^^oW^^ the transaction will flow to the 

municipality, and 

• The amount of the revenue can be measured reliably. 

Interest is recopniseil. H surpigs or tlcfKjt, using the elleaive interest rate roethod. 

sendee ftes ineinded In the prie. o. the prodna are reeogntsa. as rerenne are, the penod daring iMtioh the sendee I, 
performed. 

Service charges relating to electricity 

Soivice ehaiges relating to ete^elt, are 5^.^^™Jl2™esriSs S'eSanSonarTre^^ revenue »rhej 

Sre.'ST.sSeTrnTnS^^ -t “ere ha., been read. 

Revenue .rent the sate ot eteebleit, prepaa ntaer eards is re^n»«.Ute^ 

prepaid electricity consumed is made and revenue is adjust^ thp^onsumotion of electricity in the month of June is fully 
5?Sd12 ihllSrlll^d rC" the application of the approved tariffs, fees and charges is 

generally recognised when the relevant service is rendered. 
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Ketuse removal 

Service Charges 

Rental Income 

R=„,., l„o™, ,= r<K»gn»«. - an =« »<« ’ 

of tents etc. and is charged using the relevant approved tariffs. 

Licenses and Permits 

■ j -.n hnr ha<5is bv aDolvinq tariffs determined and approved by the 
Revenue of specific licenses and permits is recognised on an ad hoc ba^s by applying 
Separtment ofTransport and adopted by the municipal council on a yearly basis. 

Other Income 

Other income included amongst others the following. 


• Sale of bid documents 

• Advertising 

• Sale of municipal land 


1 22 Revenue from non-exchange transactions 

“"if eXmlSrSi'oT^ must b. 

returned to the transferor. 

exchange. 

Exppnsbs paid through the tas systeu, a,e amouhls that are auaihtble to beheficl.h« mgahlless of «heth„ or hot the, pa, 
taxes. 
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Fi». o, se^ice p«te*l -«»« o' b, entnibs. as aalanainab W a «.ua o, a,her la» 

enforcetnent body, as a consequeacaol the breach m laws or regulatio . 

Th.ere,.,.shlh,,he«c.h.rerwlh^«^^ 

Fines reductions are not wrthin the Makhado Municipa ity -„neiripred in measuring the asset (receivable) on initial 

Relavah, dlscloshres should b. reado oh »• —“s U^Jo^o^^^ Shlfcol'aVS'nIo" ta"=°n" Iho 

The municipality is able to reliably measure ^ eauivalent and will vary depending on the nature and severity of the 
offender is usually stipulated in ° ° X indicated on the n^ice, summons or similar document issued, 

rl'S iSTa^So'^S frSISw'Srnt hreasurad’ reliahl,. Makhado Local Muhldpata, r.ooghlso, R.»huo 
Receivable through Fines on the transact date of the fines issued. 

s“ji'?sruro‘s^-crhS^“ 

as specified. 

Slipulallohs on Irenstorrod assow are lonn, in laws o r ■oau lalk.h. or a binding arrangonron., Imbosad upon the use o a 
transferred asset by entities external to the reporting municipality. 

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers wKh concessions that are not available 
to others. 

The raxablo own! 1, dro o« rha. the govornmonl. WglMalure or .mor auWrh, has daorrelnod w« bo sublor. lo hrkahon. 

Ji’'«o:s^?a«hXtro.«.^“u,C^^^ Kul.^LTStoySrefTprS Kro'^chS 

of the law. 

Transfers are Inflows of future ocrrnornic bonofits or soruioo potential Iron, nonrexchango rransachons, other lhan lakes. 
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iweasuremeiii. . 

pe..nu. a no«xc^aa,a »=-»«>»" » « «» — “< 

municipality. 

™ »aa,a o., ,acl.ab«. racogniaab and ,ha pn,»,slon far .b. iwainnant a,.na, la b.aad or, .ha Mowing aaaumphona 
and methodologies: 

- Ravenua Receivables - Revenue is and wanairts; 

:s.S”r^rnivtr*srnroii.a:^;r«v^- 

.rB:- ,I,outt,ending, laka.a,.ter,o«e,..2M«Ji.au^*ec^^^ 

r.:aaru;^?.s^aSi=dT9£i3^^ 

liability. Where a liability is requir^ to be Jthe increase in net assets, if any, recognised as revenue When a 

rre^lSo™ a condition is satisfied, the amount of the reduction ,n the 

liability is recognised as revenue. 

Fines ... 

Pines are reoogniaed a. revenue «»n ,na racaivabie nrea.a .be de.nd.n o, an aaae, and aa,.hea .be od»ria M ,eo<«n,«on 
as an asset. 

Aaaala adain. Iron, fines ar. measured a. «,e best esimrata of,be inbow of resources to tb. munidpal»y. 
wnere ,h. munidpaiiW clleas .nes in ,b, cpacb, of an agenl, ,ha fine «• no. be revwrue of .he collechng en.ii,. 

Government grants 

o?s“^^^ a^V^elaVvlnn^^^^^ Ja'^rmlaTured reliabh,. 

Property rates 

Revenue bon. proper., *• 

1.23 Investment income 

investment income is recognised on a time-proportion basis using the effective interest method. 

1.24 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 
Current year comparatives (Budget) 

Budga, inlonnabon in accordance w»b GRAP , and 24, has been pn,wded in a separa,. disclosure no.e ,o »,ese annual 
financial statements. 


Prior year comparatives 
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1.24 Comparative figures (continued) 


1.24 Comparative Tigures 

When the presentation or <=^^2ed^ SsVLl^coJTarSfwr^sSeSITnot required by a 
Wh.» m.»n.l -e» to 

^.^r?“rr,S KSr.'. -..d. ro„oop.o,.e^ ».a, as ,s praottcb^ and tbo pnot 
year comparatives are restated accordingly. 


restatement are disclosed in note 41 correction of prior period error to the 


Certain comparative figures have been reclassified. 

The nature and reasons for the reclassification and 
financial statements. 

1.25 Unauthorised expenditure 

the purpose of the main division. 

All axpooditor. raWitg » ddd 

itriraS. rr.r:o:si‘ro"S.d",rror„“ae .0. s»p«d.»,—i po«. 


1.26 Fruitless and wasteful expenditure 


1.40 rruiu<?»» aii\4 —-I- 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable 
6X6rcis@ci 

A. .xpopddo. rowing lo W^s -J/“rioXTlii'IxStl. « 

1.27 Irregular expenditure 

rr^ary^afSniS in rSSld“ir:xUtfor^ 

updating the note to the financial statements. 

S'erTn'dte 

can be attributed to a person, a debt amount "'“St tested Jthe accounting officer or accounting 
be taken to recover the amount from W'® . disclose such in the^relevant note to the financial statements. The 

authority may write off the amount as debt arrnrdinalv If the irregular expenditure has not been condoned and no 

irregulaf expenditure register must a so programme/expenditure item, be 

Mu’cippl Syst.™ Ad (Ad No.32 ° l 2M0) pna »• “pSeV pnpp«»rl,p<l expppdltp.e, Irrpgular 

Tp^S-pt thp SJppi^ol nnpppil Pprtopppnc. and -lerp -pcovprdl.. la aubapddpnily 

accounted for as revenue in the Statement of Financial Performance. 
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2. New standards and interpretations 

2.1 Standards and interpretations issued, but not yet effective 

GRAP 18; Segment Reporting 

seginml! »re ktentifed by lb. «ay in SiyfcS.Siten by tbl 

Sr=S St ra^dtsrnt'tftttrXbbdgb, doa.n»»«,bn -I usnaby «,e ..g™nu , 0 , 
Which an entity reports information to management. 

Segment Infomtetlon is eilter ^ 

JifS“1n»TaS’p »te"«^ G.ogt.phis.1 segments mist, to speciOc oplppts genersted, o. pamcb 
Objectives achieved, by an entity within a particular region. 

Oimc.n,.S.T,.n,«P.n..p.P»ls.Pn.<P-,!;«P-PP«^^^^ 

tr rif.td-sjrr;'^ HSS-""” —” 

to such items until the transitional provision in that Standard expires. 

Directive 4 - Transitional pro^ions StSdSwhTre iteS^^ 

information need to be present^ on inihal adoption of the d d.VV gqjjipn^gnt and the Standard of GRAP 

SSre, trrL^°cSnitoVrSuSeS ofthe^andard wo^lfd not apply to such items until the transitional provision in that 
standard expires. 

The effective date of the standard is not yet set by the Minister of Finance. 

TP. monidp.,., pxpd* .0 sdopt tb. sUnd.m P,-.hP.«.Imp .*pp .Pp M«« spd .h. pPpp.iy. d«p tor .be s.andprd, 

I. is pplikply lb* .bp sUbdsrd »lll bpyp s mptortpl imppa on Ibp mpbipippliys PbPPPl todal 8to.pbi.PB. 

GRAP 20: Related parties 

; r.s S5;rb?b?ssrpSpbB 

. identifying the circumstances in which disclosure of the items in (a) and (b) is required, and 
• determining the disclosures to be made about those items. 

This sttpdPto rpgpirps dlsdpspr. of rpiptod party rPl g^k^P a. "0^*“ ISS 

“ Tbis aandard also applips .0 IpdWual abbual bnaboial 

statements. 

Gisotosarp of mtolad part, rrSl^Sb a“S.mr» 

that the reporting entity is transparent about its dealings with related parties. 
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2. New standards and interpretations (continued) 


Z, new siaiiuoivi® - 

uiiith thp abilitv to controi or jointly control the other party, or 
The standard states that a Pf/J'® ® or v^cTversa, or an entty that is subject to common control, or joint 

exercise significant influence over th j related oarties of the reporting entity: 

control. AS a minimum, thejoto^^^^ reporting entity rf that person. 

- ^ has control or joint control over the reporting entity, 

ha« ^ianificdnt influence over the reporting entity, 

- is a member of the management of the entity or its controlling en y. 

‘ """ meX"r°?tL®S eSno.Sc SS'(whSh means that each controlling entity, controlled 

an economic entity of which the other entity is a mem^j)’ 

: fpiS SSnSSS".™ M e«», o,« a m.mW o)»» m.nageman, of 

that entity (or its controlling entity). 

Th. sMhdhhl fuhhonho™ th« roloM p.hy .^.aoioh i. a tfaaaf.^f ~ooro.a, a»vlo.a o, obligahoha h.«a.h ». 
reporting entity and a related party, regardless of whether a price is cha g . 

The standard elaborates on the definitions and identification of: 

• Close member of the family of a person, 

• Management; 

. Related parties; 

• Remuneration; and 

• Significant influence 

The standard sets out the requirements, inter alia, for the disclosure of: 

• Control; 

. Related party transactions; and 
. Remuneration of management 

The effective date of the standard is not yet set by the Minister of Finance. 

Th. h,hhfe*.li., .xp^ts >0 hd*.«» .«hd,h. ta .h. hr.,»h.» ,h. Midi.,., ..B .h. .h.ph.. d.» h,, ,h. ...ndard, 

I, I. hhliteh, M th. .Bhdard .dll hav. a m.Krlal Ihtp.p, oh th. atohlolpalit,'. ahnual hnahclal stat.htenB. 

GRAP 32; Service Concession Arrangements; Grairtor 

Th, ohi,=»« o, M. StathlaBl »: »!>,»>»«>. th. for“"“a" a-rai'aem.ht. b, th. SBhtot, a public 

sector entity. 

".s=o,rhSB?=tbi=su: p=“" - 

disclosure, transitional provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 108; Statutory Receivables 

The objective of this Standard is: to prescribe accounting requirements for the recognition, measurement, presentation and 
disclosure of statutory receivables. ____—___ 
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2. New standards and interpretations (continued) 


cers: recog.nicn, d«»c«nlllon, pres=»a,»n and disclasare, «n.l 

provisions, as well as the eff^itive date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The ™nldpallW«p«s.o,dop,ma standard to,Ida Mlnislarse^ .ha da, 

«is dhlikely that the standard »lll ha.a a ntateri.l (mdad on the municipality's annual financial slatements. 


• Additional text 

• Additional text 

• Additional text 

The effective date of the is for years beginning on or after. 

The municipality expects to adopt the for the first time in the 2001 annual financial statements. 

Grap 105: Transfers of functions between entities under common control 

The obiective of this standard is to establish a-untmg SS tS finS" 

between entities under common control. It ^ standard to a transaction or event that meets the definition 

statements under the accrual basis of tha/entities consider the diagram in determining whether this 

provisions as well as the Effective date of the standard. 

The effective date of the standard is for years beginning on or after 01 April 2015. 

It is unlikely that the amendment will have a material impact on the municipality’s annual financial statements 
GRAP 107: Mergers 

Thu COJUCUVU o, thlc sanuurd is,« ust.biish uc^uhtihg p,lnclpl.s fc, 

hcl uhdut commoh cohtml. It ruqute an ^ of lunctlohS. It 

SSySS S"a,rr r rra'disr 32;ln,ng ^hu, ,h. sunoatd .hou« h, ,ppi»d 
m a<Su«iS???a toaaartOh or uy.n, that ih.olv.a a transfer of functions or marge,. 

I, fertnarmora coyars Dafinltions. and »» 

acquisition method, Recognising and measurmg the d^renc® t«tw^n in^ Subsequent 

“S.'^rSShh‘:S“rTrnsS3sr“s^^^^ 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the standard for the first time in the 2016 annual financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial statements. 

The effective date of the is for years beginning on or after. 
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Notes to the Annual Financial Statements 


3. Inventories 

Consumable stores 
Land inventory 


Inventory consumables 

Opening balance 

Add: Purchases 

Less: Stock issued 

Stock adjustment for the year 


4. Receivables from exchange transactions 


Rental Deposits 

Other receivables 

Third Parties Vending Commission 

Other receivables 

Debt collection commission 

Creditors with debit balance 


Vhembe District Municipality 

Gross balance 
Impairment 


Vhembe 


District Municipality - provision for impairment of trade and other receivables 


Opening balance 
Provision for impairment 


5. Receivables from non-exchange transactions 

Traffic Fines 

Traffle fines 

Receivables from traffic fines were impaired during the year as follows: 


Gross balances 
Impairment 


2016 

2015 

10 519 649 

10 086 002 

111 400 200 

111 620 200 

121 919 849 

121 706 202 

10 086 671 

7 555 385 

12 730 289 

10 916 480 

(11 504 539) 

(8 844 386) 

(792 772) 

459 192 

10 S19 649 

10 086 671 


2016 

2015 

50 000 

50 000 

3 499 358 

11 207 318 

987 735 

70 410 

550 000 

135 601 


1 816 329 

138 853 

(40 593) 

5 225 932 

13 239 062 

23 662 342 

23 792 216 

(23 662 342) 

(23 792 216) 

other receivables 


(55 886 710) 

(32 094 494) 

(23 662 342) 

(23 792 216) 

(79 549 052) 

(55 886 710) 

6 521 113 

3 666 048 

13 042 226 

7 332 096 

(6 521 113) 

(3 666 048) 

6 521 113 

3 666 048 
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5. Receivables from non-exchange transactions (continued) 

Reconciliation of provision for impairment of receivables from non^xchange transactions 

3 666 048 369 935 

Opening balance 2 855 065 3 296113 

Provision for impairment 6 521 113 3 666 048 


6. Consumer debtors 


Gross balances 

48 485 812 

31 821 401 

Rates 

43 373 035 

38 636 398 

Electricity 

25 675 810 

19 979 694 

Interest 

9 729 488 

6 890 990 

Refuse 

9 901 803 

10 119 789 

Sundries 

4 247 261 

6 041 381 

Vat 

1 061 206 

811 873 

Other 

142 474 415 

114 301 526 

Less; Allowance for impairment 

(28 711 983) 

(15 156 755) 

Rates 

(25 675 850) 

(18 402 785) 

Electricity 

(15 204 518) 

(9 516 467) 

Interest 

(5 761 539) 

(3 282 227) 

Refuse 

(5 863 579) 

(4 820 126) 

Sundries 

(2 515113) 

(2 877 522) 

VAT 

(628 418) 

(386 730) 

Other 

(84 361 000) 

(54 442 612) 

Net balance 

19 773 829 

16 664 646 

Rates 

17 697 185 

20 233 613 

Electricity 

10 471 292 

10 463 227 

Interest 

3 967 949 

3 608 763 

Refuse 

4 038 224 

5 299 663 

Sundries 

1 732 148 

3 163 859 

VAT 

432 788 

425 143 

Other 

58113 415 

59 858 914 

Included in above is receivables from exchange transactions 

17 697 185 

20 233 613 

Electricity 

10 471 292 

10 463 227 

Interest 

3 967 949 

3 608 763 

Refuse 

4 038 224 

5 299 663 

Sundries 

1 732 148 

3 163 829 

Vat 

432 789 

425 172 

Other 

38 339 587 

43 194 267 

Included in above is receivables from non-exchange transactions (taxes 

and transfers) 

19 773 829 

16 664 646 

Rates 

Net balance 

58 113 416 

59 858 913 
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6. Consumer debtors (continued) 
Rates 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 


Electricity 
Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 


Interest 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 


Refuse 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 


Sundries 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 


Vat 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91 - 120 days 
121 -365 days 


11 302 840 

1 685 458 

1 640 988 

5 064 937 

28 791 588 

5 156 404 

1 616 077 

1 583 583 

1 443 985 
22 021 353 

48 485 811 

31 821 402 

27 425 690 

1 990 284 

738 263 

720 056 

12 498 741 

24 902 745 

1 305 121 
812 436 
662 056 
10 954 040 

43 373 034 

38 636 398 


1 646 051 

1 358 357 

793 552 

621 543 

717 661 

591 890 

685 846 

563 809 

21 832 700 

16 844 096 

25 675 810 

19 979 695 


1 043 328 

323 770 

319 455 

305 569 

7 737 366 

943 728 
357 391 
305 216 
366 705 

4 917 951 

9 729 488 

6 890 991 

1 325167 

4 652 660 

305 338 

253 383 

192 634 

151 314 

210 380 

153 602 

7 868 284 

4 908 829 

9 901 803 

10119 788 

2 837 502 

2 947 928 

409 129 

257 312 

231 380 

193 562 

248 801 

190110 

520 450 

2 452 468 


4 247 262 6 041 380 
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6. Consumer debtors (continued) 
Other 

Current {0 -30 days) 

31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 


77 041 
10 356 
14 259 
18 192 
941 358 

1 061 206 


72 583 
21 783 
21 514 
15 857 
680 135 


811 872 
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6. Consumer debtors (continued) 

Summary of debtors by customer classification 


Residential 
Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 
> 365 days 


Less; Allowance for impairment 


Industrial/ commercial 
Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 
> 365 days 


Less: Allowance for impaimient 


Agriculture 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91 -120 days 
121 -365 days 
> 365 days 


Less; Allowance for impairment 


Total 

Current (0 -30 days) 
31 - 60 days 
61 - 90 days 
91-120 days 
121 -365 days 
> 365 days 


Less: Allowance for impairment 


Less: Allowance for impairment 
Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91 -120 days 
121 - 365 days 
> 365 days 


33 815 240 
4 771 591 
3 144 728 
6 767 341 
16 415 801 
51 995 322 


11 920 743 
2 217 189 
2 074 146 
1 992 054 
1 870 402 
29 731 430 


116 910 023 
(69 005 905) 

47 904118 

49 805 964 
(24 268 509) 

25 537 455 

4 882 568 

20 690 314 

396 743 

1 646 078 

315 891 

1 213 123 

321 465 

1 018 514 

1 837 552 

1 057 006 

4 681 163 

19 659 957 

12 435 382 

45 284 992 

(8 564 850) 

(21 092 965) 

3 870 532 

24 192 027 

7 062 492 

7 423 348 

376 324 

569 342 

362 435 

372 247 

316 559 

385 557 

1 553 587 

337 013 

3 457 614 

10 123 064 

13 129 011 

19 210 571 

(6 790 245) 

(9 081 139) 

6 338 766 

10129 432 


45 760 299 

40 034 404 

5 544 658 

4 432 609 

3 823 054 

3 659 516 

7 405 366 

3 396 124 

19 806 940 

3 264 421 

60 134 099 

59 514 451 

142 474 416 

114 301 525 

(84 361 000) 

(54 442 613) 

58113 416 

59 858 912 


(27 

095 

283) 

(16 

509 

727) 

(3 

283 

066) 

(2 

264 

012) 

<2 

263 

681) 

(1 

869 

145) 

<4 

384 

816) 

(1 

734 

614) 

(11 

727 

953) 

(1 

667 

345) 

(35 

606 

201) 

(30 

397 

770) 
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6. Consumer debtors (continued) 


(84 361 000) (54 442 613) 


Reconciliation of provision for doubtful debts 


Opening balance 
Allowance for impairment 
Amounts written off as uncollectible 


54 442 613 
36 784 220 
(6 865 833) 

84 361 000 


105 783 284 
14 487 549 
(65 828 220) 

54 442 613 


The oeetioh end releeee of all»..ne. fof lh,pelie.J reclvebles h..e been IholoOed in ope^ting expeosee In me statement 
of financial performance (note 30). 

7. Cash and cash equivalents 


Cash and cash equivalents consist of: 


Primary bank account 
Short-term deposits 
Guarantee 
Petty cash and floats 


29 254 222 
86 548 730 
94 415 
20 200 

115 917 567 


6 721 142 
40 737 423 
92 460 
18 200 

47 569 225 


June 2016 amounted to R 702,226 and R 176,547 respectively. 
The municipality had the following bank accounts 


Account number / description 

FNB BANK-Primary account- 

Bank statement balances 

30 June 2016 30 June 2015 30 June 2014 
34 595 388 6 166 376 1 517 975 

Cash book balances 

30 June 2016 30 June 2015 30 June 2014 
31 056 601 6 370 354 (307 002) 

623-0832-9988 

FNB BANK-Investment account- 

20 005 

16 324 

49 019 120 

20 005 

16 324 

49 019120 

623-0833-0779 

FNB BANK-Investment account- 

649 951 

627 126 

1 602 763 

649 951 

627 126 

1 602 763 

624-0465-0435 

FNB BANK-Call account-624- 

94 415 

92 460 

- 

94 415 

92 460 

" 

8284-3408 

NEDBANK - Investment 

20 106 849 

40 093 973 

- 

20 106 849 

40 093 973 

“ 

account- 788-1085-81-000020 

50 595 377 



50 595 377 


- 

NEDBANK - Investment 
account- 788-1085-81-000021 




. 

15 176 548 

15176 548 

VBS MUTUAL BANK - 
Investment account - 
MAK0005854 

Total 







121 238 533 

46 996 259 

52 139 858 

117 699 746 

47 200 237 

50 314 881 
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8. Investment property 


Investment property 


2016 _ 

Cost / Accumulated Carrying value 

Valuation depreciation 

and 

accumulated 

impairment_ 

12 755 188 (1 069 876) 11 685 312 


Cost/ 

Valuation 


12 755 188 


2015 _ 

Accumulated Carrying value 
depreciation 
and 

accumulated 

i mpairment _ 

(885 457) 11 869 731* 


Reconciliation of investment property - 2016 


Investment property 


Opening Depreciation 
balance 

11 869 731 (184 419) 


Total 

11 685 312 


Reconciliation of investment property - 2015 


Investment property 


Opening Depreciation 
balance 

12 054 151 (184 420) 


Total 

11 869 731 


A register containing the information required by section 63 of the 
inspection at the registered office of the municipairty. 


Municipal Finance Management Act is available for 
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Notes to the Annual Financial Statements 


9. Property, plant and equipment (continued) 


9 . —-1- 1 * 


Infrastructure assets 
Machinery and equipment 
Furniture and fittings 
Computer assets 
Transport assets 
Library books 


R5 625 740 
R143 717 
R62 492 
R54 752 
R176 183 
R570 


A register containing the information required by section 63 of the 
inspection at the registered office of the municipality. 


Municipal Finance Management Act is available for 


10. Intangible assets 


Intangible assets 



2016 


2015 


Cost/ 

Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

Cost / 
Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Canying value 

4 152 500 

(2 936 340) 1 216 160 

4 138 000 

(2 467 401) 

1 670 599 


Reconciliation of intangible assets - 2016 


Intangible assets 


Opening 
balance 
1 670 599 

1 670 599 


Additions Amortisation Total 

14 500 (468 939) 1 216 160 

14 500 (468 939) 1 216160 


Reconciliation of intangible assets - 2015 


Intangible assets 


Opening 
balance 
1 537 385 

1 537 385 


Additions Correction of Amortisation 
prior year error 

558 148 (34 928) (390 006) 

558148 (34 928) (390 006) 


Total 

1 670 599 

1 670 599 


11. Heritage assets 


Heritage assets 


2016 

Cost/ 

Valuation 

Accumulated 

impairment 

losses 

Carrying value 

Cost / 
Valuation 

Accumulated 

impairment 

losses 

Carrying value 

2 115 329 

- 

2 115 329 

2115 329 

• 

2 115 329 


Reconciliation of heritage assets 2016 

Opening Total 

balance 

2 115 329 2 115 329 


Heritage assets 

Reconciliation of heritage assets 2015 
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2016 


2015 


11. Heritage assets (continued) 


Heritage assets 


Opening Total 

balance 

2 115 329 2115 329 


12. Borrowings 

?h\'taTfs“cu^°^ 31 March 

2018. 

Development bank of South Africa (DBSA) 2 : Lf 2018 

The loan is unsecured, bears interest at 5% and repayabte on 31 March 20 8. 
Development bank of South Africa (DBSA) 2 : current portion 
Th^oan is unsecured, bears interest at 5% and repayable on 31 March 2018. 


Non-current liabilities 
At amortised cost 

Current liabilities 
At amortised cost 

13. Finance lease obligation 

Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

less: future finance charges 

Present value of minimum lease payments 

Present value of minimum lease payments due 

- within one year 

- in second to fifth year inclusive 


Non-current liabilities 
Current liabilities 


1 147 865 

970 769 

1 324 146 

2 569 273 

386 531 

758 723 

359 023 

332 790 

3 217 565 

4 631 555 

1 710 677 

3 327 996 

1 506 887 

1 303 559 

4 237 842 

11 912 232 

3 921 644 

16 150 075 

16 150 074 
(2 657 739) 

20 071 719 
(4 053 606) 

13 492 335 

16 018113 

3 077 634 

10 414 701 

2 494 026 
13 524 087 

13 492 335 

16 018 113 

10 414 701 

3 077 634 

13 524 087 

2 494 026 

13 492 335 

16 018113 
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2016 2015 


14. Payables from exchange transactions 

Accrued operating creditors 
Retentions 

Debtors with credit balances 
Other Creditors 
Department of labour 
Accrual for Section 57 Bonuses 
Accrual for 13th cheque 
Accrual for outsanding leave 


45 056 877 
22 236 360 
8 930 889 
213 781 
2 208 274 
1 228 240 
5 163 340 
21 018 644 

106 056 405 


74 178 847 
18 110 621 
14 254 751 
152 402 
9 010 085 
565 456 
4 976 539 
18 694 149 

139 942 850 


There is no material difference between the fair value of payables from exchange transactions and their book value. 


15. VAT payable 
VAT payables 


25 186 637 12 067 437 


VAT is payable on the receipts basis. Vat is paid over to the receiver of ® 

debtors As at year end the Vat amount due to SARS as per vat returns amounted to R 3,280.791. 


16. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of; 


Unspent conditional grants and receipts 

MIG 

Municipal system improvement grant 

Disaster management grant 

51 471 564 

3 891 316 
38 800 
59 955 

51 471 564 

3 990 071 

Movement during the year 

Balance at the beginning of the year 

Current - Receipts 

Conditions met-Transferred to Revenue 

Deductions in Terms of Paragraph 5.4 of MFMA circular 55 

3 990 071 

196 346 042 
(144 874 478) 

(3 990 071) 

44 854 975 
117 749 000 
(158 613 904) 

51 471 564 

3 990 071 
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2016 


2015 


16. Unspent conditional grants and receipts (continued) 

included in the movement above for conditional grants are the following grants: 

MIG : Municipal Infrustructre Grant this “®^J^“"^g[:‘‘fharthruns^^^^ and d^uctions in terms of 

managemi“^^^^^^^ 

met. 

Ji'dr^rs ml"" 

balance is zero. 

equitable share and the balance is zero. 

These amounts are invested in a ring-fenced investment until utilised. 


17. Consumer deposits 
Electricity 


14 631 732 


13 702 459 


18. Deferred Income 

The deferred income was estimated based on the average 
on the Contour Prepaid Electricity vending system. 


unit sales and rate per unit as at 30 June 2015 and 2016 based 


Deferred income 


80 899 


69 443 
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2016 


2015 


19. Employee benefit obligations 
Other employee benefits plan 

The municipality offers employees Long Service Awards for every five years of service 
45 years of service,inclusive. 


completed, from ten years of service to 


Total long service awards liability 

14 984 973 

13 535 361 

Opening balance 

1 190 290 

1 010 685 

Current service cost 

1 104 269 

1 026 714 

Interest cost 

(181 116) 

542 354 

Actuarial gains/loss 

17 098 416 

16 115 114 

Subtotal 

(1 546 791) 

(1 130141) 

Expected employer benefit vesting 

15 551 625 

14 984 973 


Post retirement medical aid plan 

The municipalKy offers employees and continuation members the opportunrty of be.,nging to one of several medical schemes, 
most of which offer a range of options pertainrng to levels of cover. 


Upon retirement, an employee may continue 


surviving 


dependants may continue membership of the medical scheme. 


membership of the medical scheme. Upon a member's death-in -retirement, the 


Total post-retirement heaKh care benefits liability 

83 126 563 

68 399 995 

Opening baiance 

4 584 079 

3 851 321 

Current service cost 

7 499 603 

6 248 701 

Interest cost 

1 039 331 

5 664 678 

Acturial gains/loss 

96 249 576 

84 164 695 

Subtotal 

(1 180 608) 

(1 038 132) 

Expected contributions(benefits paid) 

95 068 968 

83 126 563 


Reconciliation and projection of the unfunded accrued liability 


Carrying value 
Opening balance 
Current service cost 
Interest cost 

Expected employer benefit vesting 

Actuarial (Gain) Loss recognised in profit and toss 


Non-current liabilities 
Current liabilities 


(98 111 536) 

(5 774 369) 

(8 603 872) 

2 727 399 
(858 215) 

(81 935 356) 
(4 862 006) 
(7 275 415) 
2 168 273 
(6 207 032) 

(110 620 593) 

(98111 536) 

(106 393 525) 

(4 227 068) 

(94 996 346) 
(3 115 190) 

(110 620 593) 

(98111 536) 
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2016 2015 


19. Employee benefit obligations (continued) 


Key assumptions used 


Assumptions used at the reporting date. 


Discount rates used 
Net effective discount rate 
Expected increase in salaries 
Expected increase in healthcare costs 


The salaries used in the valuation include an a^umed oS® 

27/2016. The next salary increase was assumed to take place on the 1 July 20 . 


8.43 % 7.87 % 

1.24% 0.81% 

7.10 % 7.00 % 

8.25% 8.19% 

the SALGBC Circular No: 


20. Provisions 


Reconciliation of provisions - 2016 


Rehabilitation of landfill site 


Opening 
Balance 
6 470 256 


Change in 
Estimate 
471 485 


Total 
6 941 741 


Reconciliation of provisions - 2015 


Rehabilitation of landfill site 


Opening Change in 

Balance estimate 
5 747 189 723 067 


Total 

6 470 256 


Th. landf.1 P-«»la«n cnslaK ot on=e-.t. costs ,o bo locbood fo, -obob.«.tiob otoooon, opo.abons, s,0 

and recurring monitoring costs. ( 

Tho costs «»ra dolormineO at an inllation tate of 6.3% (2015; 4.6%) par annnm and ».ta discountad to «5 piasant valoa. 

Tba mnnidoalit, raassassad tha pa.iod W to Ml, t.habilitata tha landSII slta In nispact ot antloMtad racanlng costs and 
non-recurring costs to 31 March 2017. 


Total non-recurring costs : R 752 007 
Total recurring costs : R 5 810 735 


The future value of the rehabiirtation of landfill srtes obligation was calculated by inflating the non-current rehabilitation cost 
to an estimated future cost which was then discounted to present value. 


Assumptions used: 

-Interest rate used is Prime lending 


rate at 10.50% (2015:9.50%) 


Provision for rehabilitation of landfill site 

expenditures relating to rehabilitation is expected to occur after the 30th June 2016. 


21. Service charges 

Sale of electricity 
Refuse removal 


276 556 156 
8 197 784 

284 753 940 


246 282 675 
8 164 247 

254 446 922 
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22. Other income 

90 329 

100 099 

Burial fees 

14 363 

14 407 

Advertising 

2 727 399 

2 168 273 

Employee benefit vesting 

152 894 

122 380 

Trading licence 

2 074 612 

2 114 105 

Land sales 

1 492 510 

1 688 606 

Sundries 

181 116 

- 

Acturial income 

302 858 

156 406 

Refunds 

663 658 

376115 

Sale of tender documents 

203 485 

179 764 

Building plans 

126 037 

313 344 

Duplicates 

- 

5 789 

Land use management 

20 756 440 

20 870 365 

Vhembe water related services 

28 785 701 

28109 653 

23. Property rates 



Rates received 

31 057 416 

25 349 526 

Residential 

14 887 341 

12 235 428 

Commercial 

5 721 346 

3 054 173 

State 

51 666 103 

40 639127 


Valuations 

Residential 

Business 

Agricultural 

Municipal 

Churches 

Land Reform Beneficiaries 


4 768 955 678 
1 560 553 840 
3 720 388 614 
187 329 000 
98 816 660 
271 576 000 

10 607 619 792 


4 646 963 162 
1 327 614 540 
1 903 832 648 
168 942 700 
89 880 808 
45 852 800 

8183 086 658 


basis to property owners. 
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2016 2015 


24. Government grants and subsidies 


Operating grants 
Equitable share 

Electricity efficiency demand side management 


Expanded public works programmes 
Finance management grant 

Municipal systems management grant . .u 

Local Government Sector for Education and Training Authority 


Capital grants 

Municipal Infrastructure Grant (MIG) 

Intergrated national electrification programme (INEP) 


354 733 071 
5 000 000 
1 335 000 
1 600 000 
930 000 
358 815 

363 956 886 


120 792 436 
17 000 000 

137 792 436 

501 749 322 


287 643 000 

1 128 000 
1 609 541 
895 200 
597 465 

291 873 206 


147 442 021 
7 539 142 

154 981 163 

446 854 369 


Equitable Share 

m Mims of Ih. constitution, this gmnt is used to subsidise tbe provSion of bssio sendfs to indigent eommunit, members. 

M registered Ind^ts recelmd . subsM, of R 9.476.4U (2015: R 8.363.244) »bicb is funded from tbe grunt during tbe 
year. 


25. Revenue 

Fines, Penalties and Forfeits 
Government grants & subsidies 
Interest earned - outstanding receivables 
Interest received - investment 
Licences and permits 
Other income 
Property rates 

Rental of facilities and equipment 
Service charges 


4 562 200 
501 749 322 
8 060 616 

7 213 850 

8 910 301 
28 785 701 
51 666 103 

271 034 
284 753 940 

895 973 067 


5 844 485 
446 854 369 
7 830 081 
3 719 777 
10 493 987 
28 109 653 
40 639 127 
289 187 
254 446 922 

798 227 588 


The amount included in revenue arising from exchanges of goods or 
services are as follows; 

Service charges 

Rental of facilities and equipment 
Interest earned- outstanding receivables 
Licences and permits 
Other income 

Interest received - investment 


284 753 940 
271 034 
8 060 616 
8 910 301 
28 785 701 
7 213 850 

337 995 442 


254 446 922 
289 187 
7 830 081 
10 493 987 
28 109 653 
3 719 777 

304 889 607 


The amount included in revenue arising from non-exchange transactions 
is as follows; 

Taxation revenue 5 ., gg 0 .,03 

Property rates 

Transfer revenue 501 749 322 

Government grants & subsidies ^ gg 2 200 

Fines, Penalties and Forfeits -- 

557 977 625 


40 639 127 

446 854 369 
5 844 485 

493 337 981 
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2016 2015 


26. Employee related costs 



142 222 013 

136 084 115 

Basic 

12 545 205 

11 561 280 

Bonus 

13 778 987 

12 047 672 

Medical aid - company contributions 

1 164 753 

1 159 072 

UIF 

62 714 

60 736 

Other payroll levies 

6 252 044 

5 662 370 

Leave pay provision charge 

29 754 297 

28 387 700 

Post employment benefits _ 

9 067 954 

8 462 254 

Travel, motor car, accommodation, subsistence and other allowances 

13 637 784 

16 279 739 

Overtime payments 

5 876 471 

4 862 006 

Long-service awards 

362 788 

235 692 

Housing benefits and allowances 

2 315 222 

2 055 032 

Standby allowance 

1 098 306 

968 437 

Group life insurance 

238 138 538 

227 826105 

Remuneration of municipal manager 


913 771 

853 374 

Annual Remuneration 

332 688 

294 269 

Car Allowance 

258 137 

241 524 

Contributions to UIF, Medical and Pension Funds 

18 275 

16 315 

Other 

83 832 

174 588 

Bonus 

1 606 703 

1 580 070 

Remuneration of chief finance officer 


653 968 

610 743 

Annual Remuneration 

312 506 

279 105 

Car Allowance 

123 393 

110 103 

Contributions to UIF. Medical and Pension Funds 

59 997 

115 758 

Bonus 

1 149 864 

1 115 709 

Remuneration of director technical services 


562 352 

- 

Annual Remuneration 

209 779 

- 

Car Allowance 

80 005 

- 

Contributions to UIF, Medical and Pension Funds 


- 

Bonus -^__"• 


852136 


The position of Director Technical Services remained vacant for the period 01 July 2015 to 31 August 2015. 


Remuneration of director corporate services 


620 525 

473 901 

Annual Remuneration 

251 387 

176 388 

Car Allowance 

149 886 

122 202 

Contributions to UIF, Medical and Pension Funds 

12 410 

9 372 

Other 

51 121 

- 

Bonus 

1 085 329 

781 863 




MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 

Notes to the Annual Financial Statements 


26. Employee related costs (continued) 
Remuneration of director planning and development 

Annual Remuneration 

Car Allowance . 

Contributions to UIF, Medical and Pension Funds 

Bonus 


Remuneration of director community services 


Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 

Other 

Bonus 


27. Remuneration of councillors 

Mayor 

Speaker 

Councillors 


28. Depreciation and amortisation 
Depreciation 

Property, plant and equipment 
Investment properties 
Land and buildings 


Amortisation 
Intangible assets 


Total Depreciation and Amortisation 


29. 

Trade and other payables 
Finance leases 


30. Provision for doubtful debts 
Provision for doubtful debt 


2016 

2015 

620 525 

535 881 

334 333 

277 931 

79 350 

66 334 

76 682 

94 687 

1 110 890 

974 833 


620 525 

511 212 

251 387 

224 074 

149 886 

106 510 

12410 

10 224 

68 162 


1 102 370 

852 020 


818 246 

735 587 

656 299 

584 993 

21 283 266 

20 477 769 

22 757 811 

21 798 349 


101 530 863 

97 288 720 

184 419 

184 419 

3 794 383 

3 881 683 

105 509 665 

101 354 822 

468 939 

390 004 

468 939 

390 004 

105 978 604 

101 744 826 


12 135 358 

1 422 905 

9 259 590 

1 636 740 

13 558 263 

10 896 330 

68 112 685 

45 125 294 

39 956 536 

20 508 166 


31. Repairs and maintenance 
Repairs and maintenance during the year 
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32. Bulk purchases 
Electricity 


219 288 145 183 246 320 


Included in the electricity bulk 
losses. Makhado Municipality 
on readings. 


Durchases is 19 69% R36 074 723 (2015:17.7% R27 557 008.19) which relate to distribution 
gets billed by Eskom on a monthly basis for electricity used/or given to the municipality based 
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33. General expenses 

220 000 

900 000 

Cost of sales ; Land 

458 087 

299 939 

Advertising 

592 015 

583 895 

Assessment rates & municipal charges 

660 696 

841 715 

Auditors Remuneration 

945 692 

781 117 

Bank charges 

102 326 

499 299 

Municipal bylaws 

10108 649 

5 674 535 

Consulting and professional fees 

1 403 341 

1 183 557 

Consumables 

147 239 

162 812 

IDP representation forums 

189112 

269 927 

Local economic development 

3 686 471 

4 395 432 

Legal fees 

3 555 390 

3 519 772 

External audit fees 

79 787 

- 

Bush clearing 

2 379 316 

3 060 195 

Insurance 

435 401 

195 767 

Bursaries 

252 217 

195 089 

IT expenses 

305 249 

477 900 

Formalisation of sites 

311 960 

505 149 

Township establishment 

417 840 

376 750 

Lease rentals on operating lease 

1 880 703 

1 935 679 

Levies 

308 030 

255 553 

Environmental management 

1 796 180 

1 793 394 

Debt collectors commission 

4 469 831 

3 301 066 

Expanded Public Works Programmes 

7 537 679 

7 431 820 

Fuel and oil 

4 545 098 

4 751 055 

Ward committees allowances 

4 708 050 

1 283 850 

Compilation of municipal valuation roll 

7 501 714 

7 137 329 

Postage and courier 

2 626 264 

3 190 273 

Printing and stationery 

1 324 969 

598 013 

Employees assistance programmes 

394 648 

1 235157 

Loss on disposal of assets 

318 906 

334 440 

Royatties and license fees 

16 587 659 

15 121 213 

Security costs 

2 618 434 

1 682 685 

Workmens compensation 

2 892 368 

2 355 670 

Subscriptions and membership fees 

3 311 438 

2 270 200 

Telephone and fax 

- 

277 393 

Assets expensed 

1 976 487 

2 014 086 

Training 

5 133 443 

4 579 922 

Travel - local 

1 020 998 

1 254 760 

Uniforms 

13 633 111 

9 565 298 

Electrification Projects Expensed 

13 072 967 

16 744 863 

Ledig access road expensed 

9 476 414 

8 363 244 

Indigent policy 

2 593 256 

3 143 395 

Subscriptions and publications 

20 104 388 

7 694 162 

Magau access road expensed 

170 106 

6 155 089 

Non asset items 

512 670 

- 

Dumping site 

2 085 434 

4 067 386 

Meter reading 

1 181 605 

615 283 

Special programmes 

1 039 331 

6 207 032 

Acturial losses 

3 702 243 

2 299 593 

Other expenses 

164 775 212 

151 581 753 
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34. Investment revenue 


Interest revenue 

Interest received from investments 

Interest received from primary account 


35. Interest earned- outstanding receivables 
Receivables 

36. Auditors' remuneration 

Audit committee 
Internal audit 


3 574 912 

2 453 067 

3 638 938 

1 266 710 

7 213 850 

3 719 777 


8 060 616 

7 830 081 

8 060 616 

7 830 081 


660 696 

530 587 
311 128 

660 696 

841 715 


37. Cash generated from operations 


17 943 594 

35 500 002 

Surplus 

Adjustments for: 

105 978 604 

101 744 826 

Depreciation and amortisation 

1 422 905 

1 636 740 

Finance costs - Finance leases 

5 919 739 

- 

Impairment deficit 

68112 685 

45 125 294 

Debt impairment 

_ 

(11 400) 

Movements in operating lease assets and accruals 

12 509 057 

16 176 180 

Movements in retirement benefit assets and liabilities 

471 485 

723 067 

Movements in provisions 

394 648 

1 235 157 

Loss on disposal of assets 

1 826 715 

- 

Other non-cash items 

Changes in working capital: 

(213 647) 

(233 945) 

Inventories 

8 013 120 

(5 158 057) 

Receivables from exchange transactions 

1 745 497 

(11 400 552) 

Consumer debtors 

(2 855 065) 

(4 035 983) 

Consumer debtors - Non-exchange transactions 

56 435 793 

(25 696 480) 

Movement in provision for impairment 

(33 886 445) 

23 938 825 

Payables from exchange transactions 

13 119 200 

2 393 941 

VAT 

47 481 493 

(40 864 904) 

Unspent condKional grants and receipts 

929 273 

2 200 156 

Consumer deposits 

305 348 651 

143 272 867 


38. Commitments 
Authorised capital expenditure 

Already contracted for but not provided for 

• Infrastructure - roads 

• Infrastructure-electricity 

• Other operational services 


27 268 188 
4 998 479 
10 019 543 

42 286 210 


135 266 313 

3 845 480 
139111 793 


This committed expenditure relates to plant and equipment and other services will be financed by available retained surpluses 
internally generated funds and government grants. 
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39. Contingencies 


Vhuthi Cleaning/Security Senrices CC . The f 

unlawful termination of contract under Tender No.59 of 2TO8 
Dique Jan Arnold : The plaintiff claims damages fw wrongful detention by 
municipality's traffic officers together with SAPS officer. 

Mabula NE . Claim for damages as a result of malicious prosecution of the 
niaintiff bv the munipal'ity's traffic officers at Vuwani SAPS. 

Antoinette Albertus Yeerdts : Claim for damages as a result of malicious 
orosecution of the plaintiff by municipality’s traffic officere. 

Gobela : Claim for alleged services rendered for the training of councillors 
and officials of the municipality on anti-fraud and . 

Synergy Income Fund t/a Hubyeni Shopping Centre . Claiin for Pam^es 
being costs to unblock the shopping center sewerage line to be Prop®r 
orde? and cleaning of the shopping center due to the sewerage spillage into 

the shops and municipal area. 

Mashige N.E : CCMA ruling . Confused the identity of the respondent 
SGL Engineers CC Consulting ; Outstanding payment for consultancy 
rendered during the construction of Tsianda Vuwani Road 
Mavona and Associates : Delay to resolve the rezoning application. 

Lebea Attomey's/MS Thovhakalane: Employee wrote a letter demanding fo 
irreoular placement of her post 

Nengwekhulu Attomeys/Mudau Tshilidzi; Mandatory Interdict 
Lebea Attomey's/Mr Murhovhi L: Employee wrote a letter demanding for 

LeteSo^yVMS SiJSo M*E. Employee wrote a letter demanding for 

R^fnal^agaretta.Doros^'^Pre^^^ Attorneys . Damages to motor 


Tshituni Royal Council/Mabunda Attorneys : Land invasion 
DDP Valuers/Mabunda Attorneys : Bidder to an objection 
Mudavhula N.E; Unlawful arrest and defarmation of character. 
Itumeleng Bupape: Claims of damages. 

Munzhelele Mashudu Maryrose: Claims for damages. 


- 

1 540 000 

60 350 

60 350 

100 000 

100 000 

340 000 

340 000 

6 369 750 

6 369 750 

279 515 

279 515 

66 800 

26 400 
66 463 

1 000 000 

48 000 
300 000 

1 000 000 

300 000 

1 000 000 

- 

45 000 

45 000 

250 000 

100 000 

31 000 

2 138 035 

250 000 
321 875 

12 780 450 

10 047 353 


Contingent assets 


Maria Venter: Reconnection of electricity 

Shumani phathani general dealer: Irregular payment to a service provider 
for the services which they did not render « ^ 

Abnar Trading, L.I.Mel trading, Athikundwi trading and projects & Rurhoo 
(Pty) Ltd.Lufuno Maluleke. Irregular payment to a service provider for the 

services which they did not render. Mr m r 

Mabunda M.G; Damages of a municipal vehicle collided with Mr M.G 


Mabunda 


22 636 
216 500 

490 000 

31 515 

760 651 


22 636 


22 636 
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40. Change in estimates 

1 . Th. m»niclp=««, h.s assessed fees .hied 

previous years. Prior year changes to the amount of R550 000.00 have been done. 

2. Tde p,e.is» on «Peb.,e,e,n 0. .be .a„dr« * - “ 

the landfill site on estimated costs to rehabilitate until 31 March 20 . 


64 



MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 


Notes to the Annual Financial Statements 


41. Prior period errors 


revenue 


LICENCE AND PERMITS 


In the previous ,set 
receipts, the effect of 


of financial statements for the year ending 30 June 2015, was 
misallocation resulted in increase in Licences and permits . 


incorrectly 


recognised to unknown 


OTHER INCOME 

and a net decrease of R 497339 due to uncleared receipts and outstanding deposits. 

INTEREST INCOME 

pr.va.us s., o,«n.pc.al s»m.„.s for >-» 

JrTutg; " “sSions .« . torM.. .. roverrue (R260, ».<, Is r.c.rd«f as 

correction of error. 

GENERAL EXPENSES 
EMPLOYEE RELATED COST: 

, 0 . preva-us so, o,« 

-Srpp“S.'Si’ra riaX2Te:pa.^ r.««. .os, , R ,5 204 777 a„0 . oa, 
decrease of R121 991 due to provision for section 56 and 57 bonus. 

DEPRECIATION AND AMORTISATION 

of property plant and equipment of R 264 323. 

DEBT IMPAIRMENT 

16 473 869 for Consumer Debtors. 

GENERAL EXPENSES 

projects. 


LOSS ON DISPOSAL OF ASSETS 

Dupag ,h. earran. period It was ktard^l .Pa. mueidpal vahl* that ”” “ 

the prior year. The effect of the write off resulted in an increase on loss of assets of R 1 235 157. 


CURRENT ASSETS 


Land Inventory 
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41. Prior period errors (continued) 

SUNDRY DEBTOR 

Vhembe debtors imoairment of Vhembe Debtor had been 

20,870,364 . 

RECEIVABLE FROM Non-exrtiange transactions 
reported as correction of error. 


CONSUMER DEBTORS FROM EXCHANGE TRANSACTION 


During the current period 
recalculating the provision. 


it was identified that the provision for impairment of “"sumer 
This resulted in an increase of consumer debtors of R 5 039 670. 


debtors was 


overstated when 


CONSUMER DEBTORS FROM NON-EXCHANGE TRANSACTION 


During the current period 
recalculating the provision. 


it was identified that the provision for impairment 

This resulted in an increase of consumer debtors of R 7 471 086. 


debtors was 


overstated when 


NON-CURRENT ASSETS 


Property, Plant and Equipment - 

m. pr..lo„s .p. of .nonoial ot«.o.eoB for the ,ea, f "•|»« •'»> 

remove duplicated land in the reporting period to the value of (R 33 613 235). 

Property Plant and Equipment - Underconstruction Roads 
(R24,439.025). 

Property Plant and Equipment - Accumulated Depreciation Office Equipment 
of office equipment. 


Property, Plant and Equipment - Furniture and Office Equipment 

As per asset management policy plastic chairs have been previously capitalis^ 

are expensed on ar^uisition and not capitalised. The effect of the change is a reduction of (R180 165) 

S^the^rS fefdf financial statements for the year ending 30 June 2015. Finance tease was previously understated by 
R10,485,429. The effect of the transaction resuHed in an increase in finance lease cost. 


Heritage Assets 


66 



MAKHADO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2016 

Notes to the Annual Financial Statements 


41. Prior period errors (continued) -in iimo heritaoe assets have been restated to account 

impact of the restatement have been reported as correction of error. 

Intangible assets 

312). 

CURRENT LIABILITIES 

Payables from exchange transactions 

transactions and general expenses. 

Provision for Bonus 

Vat payable 

and is recorded as correction error. 


NON CURRENT LIABILITIES 
Finance lease Copy Machines 

impairment. 

Provisions 

881) respectively in provision for landfill site.is recorded as correction error. 
THE IMPACT OF THE CORRECTION OF ERROR IS AS FOLLOWS: 
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41. Prior period errors (continued) 

Statement of financial position 
Inventories increased 
Sundry debtors decrease 

Receivables from non-exchange transactions - increase 
Consumer debtors - Exchange transactions 
Consumer Debtors - Non-exchange transactions. 

Cash and cash equivalents 
Property, plant and equipment 
Intangible assets increased 
Heritage assets - increase 
Payables from exchange transactions 
Vat payable 
Finance iease iiability 


7 748 331 
(43 320 324) 
1 116 172 
5 039 670 
7 471 086 
119 275 
(57 623 323) 
139 312 
549 000 
(2 286 530) 
(8 976 678) 
34 453 
(419 881) 


Provisions 

58 764 320 

Accumulated surplus 


Statement of Financial Performance 

116 927 

Licences and permits - decrease 

(20 373 025) 

Other income - increase 

(250) 

Interest received - increase 

15 082 783 

Employee related cost - increase 

(264 323) 

Depreciation and amortisation - decrease 

(4 341 680) 

Impairment of non exchanged transactions impairment - decrease 

20 815 549 

Debt impairment - decrease 

443 

Repairs and maintenance 

19 372 903 

General expenses 

1 235 157 

Loss on sale of assets 


42. Risk management 


Capital risk management 


The municipality's objectives when managing capital are to maintain an 

optimal capital structure to reduce the cost of 


capital. 

The capital structure of the municipality as disclosed in the cash and cash equivalents note, 7 and the equity as disclosed in 
the statement of financial position. 

calculated as 'equity' as shown in the statement of financial position plus net debt. 

There are no externally imposed capital requirements. 

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year. 
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42. Risk management (continued) 


Liquidity risk 

Prudent liquidity risk management implies 
settle liabilities as they become available. 


maintaining sufficient investment in cash to ensure that funding is available to 


The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequately utilised borrowing facilities are monitored. 

The table below analyses the municipality’s financial liabilities and financial assets into relevant maturity groupings based 
on the remaining period at the statement of financial position. 


There have been no changes in liquidity risk exposure by the municipality from previous year. 


At 30 June 2016 

Borrowings 
Finance lease liability 
Payables from exchange transactions 
Sundry debtors 

Receivables from non-exchange transactions 

Consumer debtors 

Consumer deposits 

Deferred income 

Cash and cash equivalents 


Less than 1 
year 

1 506 887 
3 077 634 
106 393 525 
83 057 134 
6 521 113 
73 294 250 
14 631 732 
80 899 
115 917 567 


Between 1 and 
2 years 
1 710 677 


60 046 303 


Between 2 and 
5 years 

10 449 154 


At 30 June 2015 

Borrowings 

Finance lease liability 

Payables from exchange transactions 

Sundry debtors 

Receivables from non-exchange transactions 

Consumer debtors 

Consumer deposits 

Deferred income 

Cash and cash equivalents 


Less than 1 
year 

1 303 559 

2 494 026 
148 983 575 

60 500 815 

3 666 048 
22 961 860 
13 702 459 

69 443 
47 569 225 


Between 1 and 

2 years 

3 327 996 


23 632 505 


Between 2 and 
5 years 

13 558 540 


Over 5 years 


Over 5 years 
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42. Risk management (continued) 


Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and trade municipality only deposits cash with 

major banks with high quality credit standing and limits exposure to any one counter-party. 

This risk arises due to changes in the financial circumstances of the counter party and other factors subsequent to the 
municipality obtaining the financial asset. 

utilisation of credit limits is regularly monitored. 

There have been no material change in credit risk exposure by the municipality from the previous year. 


Financial assets exposed to aedit risk at year end were as follows: 


Financial instrument 
Interest rate swap 

Receivables from non-exchange transactions 
Consumer Debtors - Exchange transactions 
Consumer Debtors - Non-exchange transactions 
Cash and cash equivalents 


2016 

2015 

77 293 800 

60 500 815 

6 521 113 

3 666 048 

38 339 588 

43 194 267 

19 773 829 

16 664 646 

116 544114 

47 569 225 


Interest rate risk 

As the municipality has no signfficant interest-bearing assets, the municipality's income and operating cash flows are 
substantially independent of changes in market interest rates. 

risk. 


The municipality charge the interest rate of 15% on the outstanding customer accounts. 
For quantitative information on cash flow interest rate risk refer to liquidity nsk above. 


43. Fruitless and wasteful expenditure 
Opening balance 

Add: Fruitless and Wasteful Expenditure - current year 
Less: Amounts condoned 


3 929 446 1 327 335 

2 715 833 3 496 894 

(894 783) 

6 645 279 3 929 446 


Makhado Local Municipality council subsequently condoned fruitless and wasteful expenditure on 14 July 2016 under 
council resolution no Item A.113 amounting to R2 622 348.98 
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44. Irregular expenditure 


Opening balance 

Add: Irregular Expenditure - current year 

Less. Amounts condoned 

117 619 072 

152 980 778 
(232 929 381) 

37 670 469 

6 589 075 

117 619 072 
(6 589 075) 

117 619 072 

Makhado Local Municipality council subsequently condoned irregular expenditure on 
no items A.112 amounting to R20 854 439.46. 

14 July 2016 under council resolution 

45. Additional disclosure in terms of Municipal Finance Management Act 

Contributions to organised local government 

Current year subscription / fee 

Amount paid - current year 

2 489 660 
(2 489 660) 

2 335 670 
(2 335 670) 

Audit fees 

Current year subscription / fee 

Amount paid - current year 

3 555 390 
(3 555 390) 

3 519 772 
(3 519 772) 

PAYE and UIF 

Current year subscription / fee 

Amount paid - current year 

34 066 483 
(34 066 483) 

32 336 804 
(32 336 804) 

Pension and Medical Aid Deductions 

Current year subscription / fee 

Amount paid - current year 

60 125 622 
(60125 622) 

58 012 280 
(58 012 280) 

VAT 

VAT payable 

25 186 637 

12 067 437 


All VAT returns have been submitted by the due date throughout the year. 
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45. Additional disclosure in terms of Municipal Finance Management Act (continued) 
Councillors' arrear consumer accounts 

The following Councilors had arrear accounts outstanding as at 30 June 2016. 

30 June 2016 


Baloyi S R 
Mahladisa S V 
Mukhari M F 
Mukhari M F 


30 June 2015 


Baloyi S R 
Mathoma M P 
Mahladisa S V 
Mukhari M F 
Mamorobela T 
Underwood J P 


Outstanding 

Outstanding 

Total 

less than 90 

more than 90 

R 

days 

days 


R 

R 


1 843 

5 934 

7 777 

1 109 

3 615 

4 724 

907 

5 645 

6 552 

212 

1 413 

1 625 

4 071 

16 607 

20 678 

Outstanding 

Outstanding 

Total 

less than 90 

more than 90 

R 


days 

R 

5 055 
7 407 
633 

1 304 

2 287 
2 372 

19 058 


days 

R 

3 296 

1 357 

2 621 


During the year the following Councillors' had arrear accounts outstanding for more than 90 days. 


30 June 2016 


Baloyi S R 
Mahladisa S V 
Mukhani M F 
Mukhani M F 


30 June 2015 


Baloyi S R 
Mahladisa S V 
Mukhani M F 


46. Events after the reporting date 


8 351 
7 407 

1 990 
3 925 

2 287 
2 372 


7 274 

26 332 

days. 


Highest 

Aging 

outstanding 

(in days) 

amount 


5 935 

90 

3 615 

90 

5 645 

90 

1 413 

90 

16 608 

360 

Highest 

Aging 

outstanding 

(in days) 

amount 


3 295 

90 

1 357 

90 

2 621 

90 

7 273 

270 

ne 2016; 
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46. Events after the reporting date (continued) 



21 309 

- 

Computer 

1 282 880 

- 

Machinery 

224 856 

- 

Furniture 

8 082 192 

- 

Community assets 

1 331 335 

- 

Land and buildings 

22 703 349 

- 

Roads 

8 981 556 

- 

WIP 

2 105 473 

- 

Provision for leave 

892 023 

- 

Provision for Bonus 

16 541 840 

- 

Employees Remuneration 

62 166 813 

- 


The cost of salaries for transfer of 61 employees as per organisational structure is R15 279 510. 

The Receivables from exchange and non-exchange transactions. 

R5 248 219. 

A new municipality namely LIM 345 has been established via legislation whereby assets and staff will be transferred from 
Makhado Municipality to the new Municipality LIM 345 as per agreeement. 


47. Unauthorised expenditure 

Opening balance 
Incurred during the year 
Less; condoned by council 


4 384 000 

22 992 036 

(4 384 000) 


22 992 036 
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48. Deviation from supply chain management regulations 


accounting officer and includes a note to the annual financial statements, 
the deviation from the normal supply chain management regulations. 

Quotation deviations for the 2015/2016 financial year in terms of the Supply Chain Management Regulations amounted to R 
5 943 403.93. 


Quarter 
Quarter 1 
Quarter 2 
Quarter 3 
Quarter 4 


Amount 
1 389 152 
1 784 904 
1 424 356 
1 344 992 


5 943 404 
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49. Detailed explanation of variances between actual and budgeted amounts 30 June 2016 


Property rates 

Current year 
actuals 

51 666 103 

Current year 
final budget 

49 712 000 

Variance 

1 954103 

Service charges 

284 753 940 

305 222 000 

20 468 060 

Government grants and 
subsidies 

501 749 322 

363 596 000 

138153 322 

Rental of fadlities and 
equipments 

Interest received-outstanding 
receivables 

271 034 

8 060 616 

449 000 

11 981 000 

(177 966) 

(3 920 384) 

Licences and permits 

8 910 301 

11 311 000 

39 203 

Other income 

28 785 701 

5 346 000 

23 439 701 

Interest earned-external 
investment 

7 213 850 

3 785 000 

3 428 850 

Fines, PenaKies and Forfeits 

4 562 200 

1 641 000 

2 921 200 

Total revenue 

895 973 067 

753 043 000 

186 306 089 

Employee related costs 

(238138 538) 

(252 265 000) 

29 758 204 

Remuneration of councillors 

(22 757 811) 

(24 997 000) 

2 239189 

Depreciation 

(105 585 308) 

(153 426 000) 

45 840 692 

Impainnent of non-cash 
generating assets 

Finance costs 

(5 919 739) 

(13 558 263) 

(7 343 000) 

(5 919 739) 

(6 215 263) 

Debt impairment 

(68112 685) 

(30 000 000) 

(35 148 342) 

Repairs and maintenance 

(39 781 796) 

- 

(39 770 804) 

Bulk purchases 

General expenses 

Total expenditure 

(219 288 145) 
(164 357 265) 

(877 634 825) 

(224 239 000) 
(240 145 000) 

(932 415 000) 

4 950 855 
80 151 151 

54 780 175 


Explanations of material 
variances above 5% 

The increase is due to 
increased tarrifs and collections 
The decrease is due to 
consumers not servicing 
electricity bills timeously. 

The increase is due to the 
increased equitable share from 
National Treasury and MIG. 
Reduced rental demand of 
municipal properties. 

The decrease is as a result of 
alignement of interest on 
outstanding consumer balances 
The decrease is due to reduced 
licence renewals and permits. 
The increase is due raising 
agency revenue on water 
services 

The increase is due to 
investments held for a longer 
period. 

The increase is due to more 
fines issued and an increase in 
income received from fines. 


The decrease is due to reduced 
overtime and SALGA increase 
was less than the budgeted 
amount. 

The SALGA increase was less 
than the budgeted amount. 

The variance was the resuK of 
reassessment of useful lives of 
assets and assets reaching 
expected useful lives. 


This is due to finance cost 
raised on provision for 
rehabilitation of landfill site as 
result of change in estimated 
date for finalisation of 
rehabilitation process. 

The variance is a result of 
Raising Vhembe debtor and 
imparing it during year. 

The municipality spent more on 
repairs and maintenance during 
the year than anticipated. 
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49. Detailed explanation of ''ariances t^wn actual a™* ^“^EiSpSo^of material 


Inventories 


Current year 
actuals 
121 919 849 


Current year 
final budget 
223 814 000 


variances above 5% 

101 894 151 Purchase of consumables 
was less than budgeted and 
less municipal properties 


Receivables from exchange 

5 225 946 

30 190 000 

24 964 054 

Debtors outstanding were 
increased at a lower rate 
than budgetes for. 

Receivable from non - exchange 

6 521 113 

- 

6 521 113 

Property rates debtors 
increased 

Consumer debtors 

38 339 568 

40 523 000 

2 183 432 

Debtors outstanding were 
increased at a lower rate 
than budgeted for 




Cash and cash equivalents 

115 917 567 

110 054 000 

5 863 567 

Investment have increased 
due to Grants unspent at 





year end 

Investment property 

11 685 312 

25 506 000 

13 820 688 

Investment property not 
acquired in current year 

Heritage assets 

2115 329 

- 

2 115 329 

Increase in Heritage assets 
current year. 

Borrowings 

1 506 887 

1 276 000 

230 087 

DBSA loan balance at year 
end 

Finance lease obligation 

3 077 634 

- 

3 077 634 

Outstanding lease vehicle 
and machinery 

Unspent conditional grants 

51 471 564 

14 631 732 

- 

51 471 564 
14 631 732 

Increase liability for 

Consumer deposits 


deposits held 

Borrowings 

1 710 677 

24 634 000 

24 462 323 

Less borrowings at year 
end payable within 1 year. 

Finance lease obligation 

10 414 701 

- 

10 414 701 

Outstanding lease vehicle 
and machinery liability 

Employee benefit obligation 

106 393 529 

- 

106 393 529 

Increased employee benefit 
obligation at year end 

Provision 

6 941 741 

92 990 000 

86 048 259 

Increased employee 
provision at year end 


497 873 149 

548 987 000 

454 092 163 
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50. Related parties 

whose area it falls. “Vhembe municipality” 


Makhado Municipality is an performing agency services on behalf of Vhembe District Municipality. 

Council does not have and associates nor any joint ventures or any other form of association that may be defined as related 
parties 


Relationships 

Members of key management 
Remuneration of councillors 
Vhembe District Municipality 


Refer to note 26 
Refer to note 27 
Water services 


Municipality is involved in an Agency relationship with Vhembe District Municipality. 

Mundpteit, runs billing sempeb for water oonsnmption on behalf of the Distrlot. Expenditure of water related services was 
subsequently impaired by council refer to note general expenditure disclosure. 


Related party balances 


Loan accounts - Owing (to) by related parties Qg 2 5-1 582 729 

Vhembe District Municipality 


51. Reconciliation between budget and cash flow statement 

Reconciliation of budget surplus/deficit with the net cash generated from operating, investing and financing activities; 


Operating activities 

Actual amount as presented in the budget statement 
Timing differences 

Net cash flows from operating activities 
Investing activities 

Actual amount as presented in the budget statement 
Timing differences 

Net cash flows from investing activities 
Financing activities 

Actual amount as presented in the budget statement 
Timing differences 

Net cash flows from financing activities 

Net cash generated from operating, investing and financing activities 


241 703 000 

63 645 651 

172 299 000 
145 365 148 

305 348 651 

317 664 148 

(187 988 000) 
(45 118 449) 

(181 555 000) 

(233106 449) 

(181 555 000) 

(1 800 000) 

(2 093 860) 

21 432 000 
(7 624 062) 

(3 893 860) 

13 807 938 

68 348 342 

149 917 086 
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